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Businessmen View 1948 Prospects 


(N\ONTINUED high levels of demand and further 

gains in sales during the first half of 1948 are 
looked for by the great majority of business execu- 
tives participating in this month’s survey of business 
practices. 

Most of these estimated increases in dollar sales are 
attributed to higher prices, and much smaller changes 
are forecast in the physical volume of shipments or 
production. 

In a number of industries no gains in output are 

possible, since nearly all available capacity has been 
fully utilized for some time. In some others, raw 
material shortages (especially steel) and less fre- 
quently labor shortages prevent increased activity. 
Still in another smaller segment of industry, the de- 
mand situation is not expected to warrant increased 
output. 

For all industries combined, however, demand pros- 
pects are favorable. Some further increases in plant 
capacity will occur during the next six months as 
programs instituted after the end of hostilities are 
completed. Very little new building is scheduled to 
begin in 1948. Many companies are, however, con- 
tinuing to modernize and retool their plants in an 
effort to reduce production costs. 


: OUTLOOK BRIGHT 


Considerable diversity of opinion is expressed as 
to the course of general business activity during 1948. 
Generally, however, no recession is foreseen in the 
first half of the year, and many businessmen expect 
continued high levels for the entire year. Some execu- 
tives contend that the peak was reached in 1947 and 
that 1948 will witness the start of a downward trek. 

In submitting estimates and forecasts, businessmen 
call attention to the numerous uncertainties in the 
business picture, placing particular emphasis on 

the indefinite effects of the Marshall plan. The prog- 
ress of inflation and its uncertain effect on buying is 
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also frequently mentioned. Considerably less concern 
is expressed regarding labor unrest than a year earlier, 
but some executives expect another round of wage 
demands. 


SALES FORECASTS 


Slightly more than 60% of the executives cooperat- 
ing in this survey anticipate increases in sales in the 
first half of 1948 as compared with the corresponding 
period of 1947. Nearly 22% see little or no change 
ahead, and slightly less than 17% expect a decrease 
in sales volume as compared with the first half of 
1947, 

Primary producers and metal manufacturers are, 
on the whole, slightly more optimistic than other 
manufacturers. The machine-tool builders are the 
principal exception. A greater number of them look 
for no change or a decline in sales rather than for an 
increase. Some consumer nondurable goods industries 
are also considerably less optimistic than the average. 

Sales estimates for the first half of 1948 showed 
fewer and smaller increases when compared with the 
second half of 1947 than when compared with the 
first. Slightly more than one half of the executives 
anticipate increases, while only one eighth expect a 
decline in the dollar volume of sales. The remainder 
believe there will be little or no change. There are 
some major deviations from the average picture. In 
air conditioning, estimates of no change exceeded 
estimates of increases. In machine tools, more execu- 
tives look for little or no change or a decline than 
increases. In food and in textiles (other than woolens 
and worsteds), the majority look for little or no 
change. 


Influence of Price Changes 


The higher level of prices is the major factor in the 
increases forecast for the first half of 1948. The Bu- 
reau of Labor Statistics index of the wholesale prices 
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of manufactured products will be about 14% higher 
at the close of 1947 than at the end of 1946. Since the 
trend has been upward, the effect of prices on the 
dollar volume of sales was greater for the second half 
of 1947 than for the first half. In some industries, of 
course, seasonal influences must be taken into ac- 
count. 

In arriving at their sales forecasts, some executives 
consider possible consumer resistance to high prices. 
For example, one shoe manufacturer says: 


“In view of increasing prices, which are meeting with 
consumer resistance, the unit volume for the first six 
months of 1948 will suffer considerably, but the dollar 
volume may hold up to approximately what it was dur- 
ing the first half of 1947.” 


There is no indication, however, that this resistance 
is being felt to any great extent at this time. It is feared 
that, if further markups are necessary, buying enthu- 
siasm may wane. Manufacturers are greatly con- 
cerned over the present production-cost situation and 
the progress of inflation. 

Other major factors expected to influence sales vol- 
ume are the demand prospects and the practical limi- 
tations on production which executives foresee. In 
some industries, plant capacity has been fully utilized 
for some time and no significant gains in output are 
possible in the first half of 1948. In such cases, ex- 
pected gains in dollar sales are entirely attributed to 
higher prices. Material shortages, particularly in 
steel, also place limits on the amount that can be 
produced, while to a lesser degree labor shortages are 
obstacles to higher output. 

In some cases, unusual gains are forecast for the 
coming six months but these will occur from lower- 
than-average levels because activity in the earlier 
periods was depressed by labor and material difficul- 
ties. Estimates for the coming six months generally 
assume no interruptions in production due to strikes. 


MATERIAL SUPPLIES 


While the material supply situation shows improve- 
ment over a year ago, slightly more than 40% of the 
executives report that their companies’ needs are not 
being fully met. Steel is most frequently mentioned 
as being in short supply and limiting the volume of 
production. One example of the effect of the steel 
shortage is given by a heating and plumbing equip- 
ment manufacturer: 

“The steel situation is extremely bad and is hamper- 
ing our operations. Several of our plants could increase 
their output by 50% if steel were available.” 


Another example is supplied by a hardware pro- 
ducer: 
“Steel is our bottleneck. We could use at least 30% 


more in the first six months than we were able to get 
in the first six months of last year.” 


Among a number of the secondary effects of tn 
steel shortage i is a scarcity of transportation equip: 
ment and pipe in the oil industry. 

Other materials often mentioned as in short supply 
include castings, pig iron, some electrical supplies and 
equipment, coke, certain chemicals and steel scrap. 
Shortages of paper and fuel oil have also been encoun- 
tered by some companies. A few manufacturers fear 
that they may be hampered by a power shortage dur- 
ing the coming six months. In some commodities, 
quality is reported as being not as high as desired. 

Some new capacity will be brought into production 
during the first half of 1948, particularly by primary 
producers. While the trend generally appears to be 
toward an easing of the material situation with some 
important exceptions, it is feared that it might be 
reversed by our foreign program. 

For industries dependent upon agricultural prod- 
ucts and markets, the major uncertainty in the sup- 
ply outlook is, of course, the weather. It is also ob- 
served that weather has a very strong influence on all 
industry. As one executive observes, reduced crop 
production which would result from unfavorable 
weather would heighten the pressure on food prices. 
This, in turn, would heighten the pressure for in- 
creased wages. The situation is well summed up by 
a leading food executive who says: “Nature, in our 
opinion, has the secret of the economic pattern of the 
next year or more.” 


LABOR AVAILABILITY 


Material shortages are regarded as a greater ob- 
stacle to increased output than labor shortages. 
Slightly over one quarter of the executives report 
labor supplies as inadequate as compared with more 
than 40% who say they are hampered by insufficient 
materials. Primary producers report the greatest 
need for more workers, with 36% finding the supply 
inadequate. About 30% of the metal manufacturers 
say that needs are not fully met, while the proportion 
for other manufacturers is only 20%. Extra shifts 
could be added in some cases if a sufficient number of 
workers and the necessary skills could be obtained. 
The labor supply situation varies from region to re- 
gion, with housing shortages often preventing greater 
mobility among workers. 

Manufacturers are not only confronted with short- 
ages but also with the more difficult problem of 
obtaining the skills required. Skilled labor and tech- 
nicians are hard to find and training is often a com- 
paratively slow and costly process. Some producers 
report shortages in office personnel and female factory 
workers. Others have difficulty in obtaining labor for 
heavy work. 

Overshadowing the supply situation is the problem 
of obtaining greater efficiency and productivity for 
the entire labor force. A relatively small gain in the 
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output per worker would materially increase total 
output, assuming a smooth flow of materials. In- 
creased efficiency would not only reduce pressure on 
prices but would result in cost reductions which are 
currently being sought by producers. 

Break-even points, as has also been noted in pre- 
vious surveys, have reached such high levels in many 
instances that moderate sales declines would com- 
pletely wipe out all profits. Many manufacturers, 
however, fear that the upward spiral in wage costs 
will continue next year as strong pressure will be 
brought for higher rates as a result of the advance 
in living costs this year. 


PLANT EXPANSION 


Capital expenditures of varying amounts to in- 
crease capacity and modernize plants will be made 
by about 40% of the companies during the first’ half 
of 1948. New capacity which will be added largely 
represents further progress on work started in 1947 
or 1946. The majority of programs will have been 
completed by the middle of 1948 or soon thereafter 
and very few new programs are now scheduled to get 
under way in 1948. 

Approximately 66% of the primary producers plan 
such expenditures as compared with only 25% of the 
metal manufacturers and 50% of all other manufac- 
turers. A breakdown of individual industry groups 
shows a majority of nonferrous metals, steel, petro- 
leum, chemical and paper manufacturers are budget- 
ing capital expenditures. About as many air-condi- 
tioning, electrical machinery and food products com- 
panies plan some expansion as do not. Little or no 
new capacity will be added by general industrial ma- 
chinery, machine tools, and textile companies (other 
than woolens and worsteds). 

Many companies, of course, are not planning capi- 
tal expansion because present capacity is adequate. 
In some others, programs now nearing completion 
are expected to provide sufficient volume of produc- 
tion. Current demand is still well in excess of total 
capacity in a number of instances. Producers are, 
however, reluctant to build up capacity to meet peak 
levels which may be maintained for only a relatively 
short period. As a part of the current demand for 
some products is regarded as abnormal, producers do 
not believe that it would be good business for them- 
selves or for the country as a whole to add capacity 
which, in their opinion, would not be required during 
more normal times. 


High Building Costs 

High building costs and material shortages have 
deterred or discouraged expansion by some compa- 
nies, The influence of high costs is illustrated by the 
following comment of a chemical producer: 


“Because construction costs are now so high and be- 


cause we appear to be in the final stage of the current 
boom, a conservative policy on construction appears to 
be desirable.” 


Similarly, a structural steel company executive re- 
ports: 


“We are not planning to expand our plant capacity 
because we do not believe we would be justified in spend- 
ing the money for expansion at present high prices.” 


Some companies believe profit possibilities more 
than outweigh high building costs. This point of view 
is well illustrated by the following comment: 


“We are planning to expand plant capacity next year 
and are going ahead with our plans regardless of the cost 
situation. Excess costs that may be entailed in projects 
of this kind are nothing compared to loss of markets at 
this stage.” 


Some manufacturers have been able to obtain pro- 
duction in excess of the capacity of their own plants 
through subcontracting. For example: 


“No plans are being made to expand plant capacity 
since we have preferred to subcontract extra capacity 
operations. During the next several months it is expected 
that outside subcontracting work will be expanded to a 
much greater extent.” (Office equipment) 


As demand declines, subcontracted work is shifted 
back into the home plant. This is occurring in some 
instances today. 

In view of the pressure being exerted on the steel 
industry, a number of comments from steel producers 
regarding expansion programs are reprinted below: 


“We plan no substantial expansion of plant capacity 
next year. Whether present steel capacity is adequate for 
the country’s normal requirements is a controversial 
subject at the present time. We would hesitate to under- 
take any substantial expansion, principally because of 
the very high costs of construction at present price levels.” 


* * * 


“Next year our capacity will be about 10% more than 


at present.” 
* * * 


“We are already expanding our plant with milling 
equipment which will not be in operation until about 
next June. We have no further major plans for expan- 
sion.” 

* * * 

“We are not planning to expand plant capacity in the 
next year.” 

* * * 

“The apparent inability of the industry with present 
producing capacity to meet domestic and foreign needs, 
coupled with the buyers of steel being willing to pay 
any price for finished steel products, prevents any esti- 
mate based on past experience. There never was a time 
in the steel industry when reputable and normally sane 
consumers of steel materials would pay the premium 
prices for their requirements.” 
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Substantial capital expenditures are being made to 
modernize plants or to achieve greater mechanization. 
Modernization and retooling often permit greater out- 
put but the principal purpose for such expenditures 
is to attain greater efficiency. This is also the motive 
for some plant relocation which is scheduled for 1948. 
These developments are reviewed by the following 
comments: 

“Such plant changes as we have made have been in the 
direction of further mechanization in order to enable 
our present work force to produce more.” (Hardware) 

* * * 

“We are planning a substantial increase in our plant 
capacity through the purchase of new machinery. This, 
of course, is not only to give increased capacity, but to 
lower production costs.” (Heating and plumbing equip- 
ment) 

* * * 

“Our plant capacity will be expanded somewhat, but 
we anticipate that improved efficiency will account for 
most of our greater production.” (Chemicals) 

* * * 

“This plant is being built not because our present 
capacity is inadequate, but because the location of the 
new plant offers a saving in the combined cost of steel 
and freight for points on the Pacific coast and inter- 
mountain area.” (Structural steel) 

* * * 

“We are planning to expand our plant capacity in the 
South and have already surveyed three states there to 
decide on a location. So many of the cutters-up who 
use our goods are moving into the South that we feel 
from a service angle it is necessary for us to have a 
plant in the Southern states.” (Teztiles) 


=” 8) 


DEMAND PROSPECTS 


Demand prospects for the next six months are gen- 
erally favorable. Approximately three fifths of the 
manufacturers see new orders as exceeding produc- 
tion, while about half that number ‘expect demand 
and production to be in balance. For the remainder, 
the prospect is that new orders will fall below the 
level of production, with the consequent reduction in 
backlogs. 

In many instances current new order figures are 
meaningless as order taking is restricted. Slowing up 
in export demand is reported as the dollar shortage 
grows. In a few industries, pipe lines appear to be 
filling up and competition has increased considerably. 
As this has occurred, selling efforts have become more 
intensive: 


“The expected larger sales volume in 1948 will be a 
consequence of more aggressive marketing methods, avail- 
ability of items which up to fairly recently were in very 
short supply, and the utilization of modern equipment 
which is being installed or which will be installed in the 
near future.” (Chemicals) 


“We are quite enthusiastic about the outlook for 1948 
as we have improved all our old products and are adding 
several new ones that should enthuse our sales force and 
enable them to make more sales. We have also noticed an 
improvement in business sentiment and volume since the 
low point in August.” (Miscellaneous metal manufac- 
tures) 


Reduced demand reflects resistance to higher prices 
in a few cases. Price increases have also resulted in 
some inventory adjustments. A notable example is 
given below: 


“In the face of a high level of activity in the durable 
goods industry, the brass and copper mill products in- 
dustry has had a pretty tough summer because it has 
gone through a violent readjustment. Buyers have re- 
sisted the soaring prices of copper, which went from 
12 cents a pound at the end of the war to 21% cents a 
pound. This has been a pinch on the brass mills be- 
cause they have not had a corresponding increase in 
their spreads, but have actually found difficulty in pass- 
ing on all the increased costs which they have had to 
absorb. 

“In March there was an order balance throughout the 
industry of about eight to ten months. The industry found 
that this curtailment of buying, including cancellations, 
rapidly melted the order balance to less than three 
months, with productive capacities in some cases being 
utilized to only about 60% of capacity as against maxi- 
mum production just a month or two before. In recent 
weeks, however, our schedules have begun to fill up at 
a rapid rate. We expect that the outlook for new orders 
for the first six months of 1948 will be close to our 
capacity.” 


Backlogs 


Many companies enjoy backlogs which will permit 
them to produce at current high levels for months to 
come, and substantial amounts of additional business 
appear to be in sight. However, the experience of a 
few producers during 1947 indicates that backlogs 
can dwindle very rapidly under adverse conditions. 
In numerous industries no backlog of unfilled orders 
is normally built up because of the nature of the 
product or the buying habits of customers. 

Considerable imbalance in backlogs is reported. 
Some companies which are now on a current order 
basis are rebuilding stocks of finished goods, and, 
when these have reached more normal levels, some 
decline in production is expected unless demand rises 
to higher levels. With order books often filled for 
months ahead, some manufacturers are confronted 
with a pricing problem. On one hand, pressure for 
firm prices has increased; on the other, prospects for 
stability in costs are not regarded as too favorable. 

The majority of business executives are optimistic 
regarding general business prospects for the first half 
of 1948. Many of them expect high activity to con- 
tinue beyond that time. But some look for a down- 
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ward turn in the second half of 1948. A few think that 
1947 represents the peak. The most frequently men- 
tioned uncertainty in the general business outlook is 
the possible effect of the Marshall plan. 

The diversity of reasoning and opinion as to the 
future course of business in general is revealed by the 
following statements: 


“Tt is our opinion that the general business outlook 
is good for some time to come, and that, regardless of 
international conditions, we will have a continuance of 
full activity in this country for many months.” (Teztiles) 


* * * 


“We expect that general business activity will continue 
on a high plane pretty well through 1949, subject only 
to moderate readjustments in the first part of 1948. It 
may turn out that the peak of the present boom oc- 
curred in the first quarter of 1947, or in October or No- 
vember, but subsequent points will probably be only a 
little short of the peak.” (Communication equipment) 


* # * 


“Given a healthy economic climate in which to op- 
erate, it is our belief that the present business boom will 
continue for at least three years. However, another loop 
of the inflationary spiral of wage increases and the con- 
tinuation of heavy exports of raw material may dis- 
courage buying within eighteen months. The demand is 
present, but high taxes, raw material shortages, labor 
shortages and unfriendly government attitude toward 
private business can upset the present business trend.” 
(Electrical machinery) 


“Business will be continuing at about its present level 
for at least another eighteen to twenty-four months.” 
(Air-conditioning equipment) 

* * * 


“Our own guess is that business will be generally 
good at least for the first three quarters of 1948 with 
some drop in the fourth quarter.” (Lumber) 


* * * 


“We believe that the combination of the effects of the 
spending required by the Marshall plan, plus very heavy 
construction activity, will continue to make for high em- 
ployment in 1948. This, in turn, should result in a 
fairly high level of general business activity. We hope 
and intend to obtain our share of that business.” (Hard- 


ware) 
* * * 


“Tt seems to me that the steel industry is likely to con- 
tinue very busy for at least a couple of years more. That 
should provide a continued high level of activity for 
many other industries, including our own. I fear that 
the high degree of inflation already existing in our econ- 
omy is going to increase next year. That will be most un- 
fortunate for all of us because it will make the bust all 
the worse when it comes, as it must eventually.” (Mis- 
cellaneous metal manufactures) 


* * * 


“J think the general business outlook is filled with per- 


plexities. We are not happy about the price level, and 
yet it would look as though all the power of government 
is going to be in the line of forcing wage increases in 
the first quarter to first half of ’48. This adds to the money 
supply and adds to the inflationary tendencies, and we 
realize that some day this has to stop. Therefore, we feel 
that, in spite of the backlog of orders, it is advisable to 
see that sails are trimmed for possible squalls or even 
heavy gales.” (Miscellaneous metal manufactures) 


* * * 


“Everyone seems so obsessed with the specter of con- 
tinually rising commodity prices that they completely 
overlook the fact that actual current output of com- 
modities (with the glaring exception of homes, and to 
some degree, automobiles) is already well above normal 
demand and threatening an early saturation of the do- 
mestic market. I would hazard the guess that the peak 
of the present business boom has already been reached; 
in some businesses like our own, it is definitely behind 
us.” (Air-conditioning equipment) 


* * * 


“The peak of the present boom has been reached. 
Except for slight fluctuations it will continue for at least 
six months. Following that we expect a decline to a 
plateau somewhat higher than prewar. The economy 
should stay there for two or three years and then de- 
cline to depression levels. The timing of this is uncer- 
tain but the incident is not. Easy credit, satisfied demand 
and reduced exports will cause the decline.” (Rubber) 


* * * 


“It is extremely difficult to gauge the peak of the 
present boom. However, we believe now that the tightest 
period was probably passed in the late spring and early 
summer of this year. We had anticipated a somewhat 
greater drop-off in business than we have experienced 
since that time and are inclined to believe that we have 
reached a plateau which may prevail through at least the 
first half of 1948.” (Paper) 


* * * 


“Tt is my guess that the peak of the present boom 
will be reached early in 1948, as there are some present 
signs of a leveling off, although they are not general.” 
(Chemicals) 


* * * 


“IT look for a slight recession during summer of 1948, 
with quick recovery during later months of year. If 
Congress acts favorably on tax reductions, it will increase 
investments, funds for new enterprises, and provide more 
consumer purchasing power. The effect will be continued 
good business through year 1950.” (Communication 
equipment) 


* * * 


“I believe that the peak of the present boom was 
reached earlier this year. It is not a question of having 
the peak still to be reached, unless there is a sharp re- 
versal in our trends which seem to anticipate markets. 
About February 1 will see us in a marked recession simi- 
lar to the 1920 recession after the first war. There are 
those who say this cannot happen because it never hap- 
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pens in an election year. But 1920 was an election year.” 
(Machine tools) 


* * * 


As to the effect of the Marshall plan: 


“There are so many factors present in the economic 
situation today which will affect the business level that 
it is impossible to be certain that business will continue on 
the present high plane all during 1948. The abnormal 
world demand arising from world shortages, large quanti- 
ties of money and credit in circulation, together with the 
Marshall plan, would seem to justify a fairly optimistic 
business picture for the next twelve months. At the 
same time, present high prices, gradual reduction of pent- 
up demand in many lines, the possibility of good crops 
throughout the world in 1948, and the lack of purchasing 
power in terms of American dollars throughout the world 
could easily cause a downturn in the inflationary spiral 
that would cause business next year to fall off during the 
second half from 20% to 33-1/3% The prudent busi- 
nessman must take into consideration all of these factors 
in making his plans.” (Lumber) 


* * * 


“Uncertainties brought about by lack of knowledge as 
to Congressional action on the Marshall plan makes it 
difficult to develop a forecast of business conditions in 
the first half of 1948. The cost of certain of our raw ma- 
terials and their availability in adequate quantities will 


depend on the tonnage of these raw materials abstracted 
from the domestic economy for shipment abroad. When 
Congress has definitely established the levels of expendi- 
tures for foreign relief and rehabilitation and some data 
are available on the types and approximate tonnages of 
products to be shipped abroad, we will be in much better 
position to judge the trend of our company’s business 
next year.” (Chemicals) 


T= RT 


“As to when the peak of the present boom is to be 
expected, that is a mixed situation. Some lines—auto- 
mobiles, steel, farm machinery, refrigerators—will con- 
tinue to be in short supply until the end of 1948 and 
perhaps into 1949. Prices will remain high for some time 
until production can balance out demand. The recently 
announced reduction of tariffs will act as a brake on some 
of the domestic goods prices and perhaps promote a 
more stable balance with exports, relieving the dollar 
situation. 

“Adoption of the Marshall plan idea will be of help to 
us by providing exchange, lack of which is holding up 
orders we could fill. Our business would benefit greatly 
by a greater interchange of goods with Europe and Asia.” 
(Nonferrous metals) 


Henry E. Hansen 
G. CuarK THompson 
Division of Business Practices 


Foreign Aid and the Budget 


NTERNATIONAL expenditures now form the 
fourth largest item in the federal budget. Accept- 
ance of the Marshall plan and other official proposals 
would raise outlays in this field to a position sur- 
passed only by expenditures for defense and veterans 
during the current fiscal year. 

Can these huge outlays be financed within the 
framework of a balanced budget? Do the contem- 
plated expenditures preclude the possibility of tax 
reduction—or debt reduction? Some light can be 
shed upon the fiscal implications of the program 
through an appraisal of the budget, present and 
future, and the means of financing foreign aid. 


THE MARSHALL PLAN 


The European aid program as outlined by Secretary 
Marshall calls for an outlay of $2,097 million in the 
1948 fiscal year—$597 million for interim aid through 
March 31, and $1.5 billion for the last three months 
of the fiscal year through June 30, 1948. Added to 
the contemplated expenditures for European aid dur- 
ing the current fiscal year are increased costs of occu- 
pation and additional aid to China. The inability of 
the British to shoulder their share of occupation costs 


in western Germany means a further American outlay 
of $300 million; for other occupied areas, $200 million 


Federal Budget, Fiscal Years 1947 and 1948 
Source: Treasury Department; Bureau of the Budget 
Millions of Dollars 


43,259 


GSURPLUS 41,667 : 
; | SURPLUS 


1948 
(ESTIMATED) 


1947 
(ACTUAL) 


eee. 1947 


Table 1: Expenditures for International Affairs 
and Finance 


Sources: Bureau of the Budget; Hearings, Senate Committee 
on Foreign Relations! 


In Millions of Dollars 


Item Total 


Fiscal Year 1947 (actual) 
General and special accounts: 


Treasury loan to United Kingdom................... 2,050 
Subscription to International Bank and Fund.. 1,426 
Subscription to capital stock of Export-Import Bank. . 325 
OUTRS|o1 Wuhty dae Ae eee ee ae 1,529 
rams «4.2 A oe 8. daates'ha Wess dean's 692 
Cumseration COT ae Se SS ee eee ee 647 
Total PNA Ate Rivcire Ths atin gis kb ahiai's sie ele oG.vile Wo ale sv aeieie we S >» 6,669 


Fiscal Year 1948 (Budget estimate August, 1947): 
General and special accounts: 


loan - peat engdom. .2coeee. Ses 1,700 

Bete TEASE AIT Oe SS ior, 8. x wc rd dei ols “ata $6 < 320 
sei GSH, Veli wale U8 ss EN aaa ic 1,168 
SPREE RE Ps Sore. oy kb Se ee alse ch cdeecaaeee 429 
Rorporatrencnccomnts -)s< 525.60 ssa. oe sb ooh alee bess 684 


Additional requests: 
European recovery (Marshall plan) 


Interim aid (through March 31, 1948).. ot 597 
TREE ETS SS Se eae ee ae a a 1,500 
creased occupation costs... 6.25.6. c.0...0 eee 500 
CAML TL LCL, 7 MBA a 2S a i ek 60 
Total (estimated plus additional requests). ....... 6,958 
{tare estimated requirements were presented to the committee by the Secretary 
ol . 


is estimated. The Chinese program calls for $60 mil- 

lion through June 30, 1948. (The bill for interim aid 

was passed by Congress on December 15 authorizing 

$597 million and including China among the recipi- 

ents. The Army has requested $490 million to meet 
increased occupation costs.) 

Thus, about $2.7 billion will be added to our inter- 
national bill during the current fiscal year if Congress 
meets these requests. This comes on top of the $4.3 
billion now provided in the President’s budget, bring- 
ing the total up to around $7 billion. The amount is 
about $300 million higher than the 1946 outlays 
which included payments to the International Bank 
and Fund and large drawings on the British loan. 
(See Table 1.) Back in 1939, we spent $19 million 
for international items. 


METHOD OF FINANCING 


Official opinion favors financing the foreign aid 
program through taxes. This method has been advo- 
cated by both the President’s Committee on Foreign 
Aid (Harriman committee), and the Council of Eco- 
nomic Advisers. Although the economic advisers are 
not advocates of the method, they believe that the 
sale of special relief bonds to the public would not be 
inconsistent with financing by taxation. They point 
out that it would permit the redemption of bank-held 
debt. 

The Harriman committee has taken a strong stand 
against borrowing, owing to the inflationary tenden- 
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cies of a large-scale aid program. The committee 
believes the public is taking about all the govern- 
ment issues it can buy at the present time, and that 
further borrowing would inevitably lead to an in- 
crease in bank credit. 

Issuance of bonds either by the Treasury or a 
special government corporation has been advocated 
in some quarters. A short while ago, Beardsley Ruml, 
chairman of the board of R. H. Macy & Company, 
stated that productive loans, under the Marshall plan, 
should be financed by the sale of savings bonds. Mr. 
Rum! had in mind loans for goods and materials as 
distinguished from relief and food. Pointing out that 
the tax burden is far too high, he asserted that the 
bond scheme would be selective and not affect those 
unable to bear the load. At the same time, purchas- 
ing power would be drained off.t 


REVENUES AND SURPLUS 


Current revenues are running ahead of expected 
amounts. The budget estimate for the current fiscal 
year may prove highly conservative. Unofficially, 
government receipts are placed at $2 billion to. $3 
billion above the budget total. 

More revenue was received by the government 
during the first five months of the present fiscal year 
than in the similar period of the preceding year, $580 
million, to be exact. Actual net receipts for the fiscal 
year ended June 30, 1947, total more than $43 bil- 
lion. The latest official estimate, made last August, 
places net receipts for the current fiscal year at 
$41,667 million, an upward revision of almost $4 bil- 
lion over the January budget forecast: 

The President has estimated the surplus for the 
current fiscal year at $4,667 million. Many observers 
believe it will be closer to $6 or $7 billion. The addi- 
tional foreign aid expenditures called for under the 
Marshall plan and other official proposals can there- 
fore be financed out of taxes for the current fiscal 
year. Including these additional outlays, the surplus 
has been unofficially estimated at $3 billion to $5 
billion. 

These estimates are based on existing tax rates, 
leaving open the possibility of tax reduction. Roswell 
Magill, chairman of the House Special Tax Study 
Committee, has placed tax reduction on the same 
plane as foreign aid. Addressing the 291st meeting 
of THe CoNnFERENCE Boarp in November, 1947, he 
stated that a budgetary surplus should be divided 
three ways to reduce the debt, cut taxes, and to aid 
Europe. At the same meeting, the Secretary of the 
Treasury placed these items in the following order: 
consideration by Congress of foreign aid within a 
balanced budget; debt reduction; tax revision, and 
then tax reduction. 

According to the Council of Economic Advisers, the 

1The New York: Times, Sept. 30, 1947, p. 5. 
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inflationary aspect of foreign aid and domestic de- 
mand precludes any tax reduction in the near future.’ 


1The Council of Economie Advisers raises the possibility of higher 
taxes, indicating that if the impact of foreign demand results in 
supply shortages at strategic points, a lowering of employment and 
production may follow. “This would not only reduce the amount of 
revenues at a given tax rate, but might also increase the need for 
federal expenditures of other types. While this is a less likely outlook, 
reference to it indicates that skilful handling of the foreign aid 
program does have a direct bearing upon the tax situation.” “The 


“Thus it is quite likely,” the economic advisers point 
out, “that even if the foreign aid program had been 
somewhat smaller in the past, it still would have been 
wise to keep taxes high. And the same holds true for 
the immediate future.” 
Brrnarp Moss 
Division of Business Economics 


“Tmpact of Foreign Aid Upon the Domestic Economy,” a Report to 
the President by the Council of Economie Advisers, Oct., 1947. 


Helping Europe Grow Its Own Food 


F UNITED STATES manufacturers of farm ma- 
chinery and equipment are to meet the require- 

ments of the Paris conference countries they will be 
obliged to increase their exports to these countries 
during the next four years to about four times the 
present rate. 

Exports from this country, on a value basis, are 
now running two or three times as large as before the 
war. These shipments, together with enormously 
enlarged domestic demand, have resulted in an excep- 
tional accumulation of orders which manufacturers 
can hope to clear up only at some relatively distant 
date. This is true despite a record current rate of 
production and a planned substantial enlargement of 
output. 


BIG HOME AND FOREIGN DEMAND 


In trade circles it is believed quite possible that 
demand in non-European countries may decline ap- 
preciably during the next few years. The Paris esti- 
mates of requirements are almost unanimously re- 
garded as definitely ambitious. But adoption of the 
European recovery plan envisions very substantial 
exports of farm machinery and equipment for some 
years to come. 

Since farm productivity is so closely related to farm 
mechanization, the tight machinery and equipment 
situation is regarded as a critical element in the world 
food outlook. The market for farm equipment has 
been expanding at an accelerated pace since the end 
of 1942. At that time, government restrictions, im- 
posed on production early in the war, were lifted to 
assure greater crop yields in the face of a diminished 
labor supply. Manufacture of farm machinery has 
been showing marked gains ever since. 

Although production of agricultural machinery and 
implements in 1947 reached a record high, a substan- 
tial portion of the backlog of demand still remains to 
be satisfied. This demand is abetted by a world-wide 
need for agricultural commodities, by greater farm 
incomes, labor shortages, and by the high wages of 
farm help. 


The high degree of mechanization achieved in the 
last quarter century is reflected in increased produc- 
tivity on the farm. Only two thirds the number of 
man hours are expended to produce a given output 
as would have been required in 1920. While the 
1947 agricultural yield was accomplished with 21 bil- 
lion man hours, it would have taken about 30 billion 
with 1920 methods.1 Increased mechanization is 
largely responsible for this advancement. Superior 
seeds and plants, greater quantities of fertilizer, im- 
proved livestock practices, and more efficient trans- 
portation means are also important factors. 

Increasing use is now being made of machines 
which were only being introduced on farms before 
the war—mechanical cotton pickers, beet harvesters, 
beet loaders, forage harvesters, cane harvesters, ma- 
nure loaders and stacker loaders.” 

Replacement of horses and mules by tractors and 


: 1Bureau of Agricultural Economics, Agricultural Situation, June, 
947, p. 1 


*Report of the Secretary of Agriculture, 1946, p. 49 


Table 1: Manufacturers’ Sales of Farm Machinery 
and Equipment 


Source: Bureau of the Census 
Money Figures in Millions of Dollars 


Total Farm Equipment! All Tractors 


= Total For Exports Total For xports as 
Value Export |% of Totall| Value Export |% of Total 

1936:i27.0 $402.9 $34.1 , 12.6. 
LOST ..c we 517.5 59.0 11.4 258.9 44.7 17.39 
WSR ee 435.6 69.2 15.9 |] 202.8 50.9 25.2 
LOSOY icy 420.8 62.7 14.9 203.9 45.5 22.3 
1940..... 497.8 68.4 18:7 254.6 52.0 20.4 
LOA a. 671.4 74.9 yt a 348.6 58.8 16.9 
1942..... 659.0 57.7 8.7 333.4 43.3 13.0 | 
1943..... 637.0 52.8 8.2 373.3 38.6 10.3 
1944..... 1,067.8 79.8 7.5 655.9 56.9 5 
WD4S rs 1,046.9 100.5 9.6 559.4 74.2 
1946..... 1,015.9 115.6 11.4 432.4 84.7 
UOAG 2 ches 1,225.0a| 175.06 14.3 . 


1Including attachments and parts and all tractors. 
aEstimated roughly on basis of man hours of employment for the first four 
of 1947 which ran 10% above the August, 1946, level. Prices also 
over the average for 1946. 
bEstimated on basis of first quarter of 1947. 
n.a, Not available. 
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other power machines has set free huge quantities 
of land for the production of food and fiber for human 
consumption. From 1940 to 1945, about 7 million 
acres of farm land were released for the production of 
crops for human use. 

The number of tractors on farms now stands at 
2.8 million, an increase of 1.2 million since 1940. 
During this same period, the number of horses and 
mules declined about 4.5 million.2 Today, tractors 
are to be found on more than one third of the farms 
as against only 14% in 1930. This proportion is ex- 
pected to increase significantly in the future.2 In 
drawbar work, one tractor is equivalent to approxi- 
mately four and one-fourth draft animals. With the 
appearance of smaller tractors, even very modest- 
sized farms are now able to enjoy the benefits of 
machine power. 


PRODUCTION SETS RECORD 


Manufacturers’ sales of farm machinery and equip- 
ment (including nonfarm tractors) for 1947 are esti- 
mated at $1,225 million, an all-time peak and 20% 


Table 2: Manufacturers’ Sales of Farm Machinery 
and Equipment 
Source: Bureau of the Census 
Money Figures in Millions of Dollars 


Tractors for Farm Use 


Total Farm Equipment! 


Year 
Total Do- For Do- For | Exports 
Value mestic | Export mestic | Export af at 


1943. .| $378.3 |$3835.51$42.9 | 11.3 $114.7] $85.51$29.2 | 25.5 
‘1944..| 659.0 | 589.4] 69.6 | 10.6 |} 247.1] 198.4] 48.7 | 19.7 
1945..| 750.5 | 661.5] 89.1 | 11.9 |] 263.0] 200.2] 62.8 | 23.9 
1946..} 886.5 | 801.3] 85.1 9.6 || 303.0} 249.0] 54.0 | 17.8 
1947. .|a1,063.0 |b936.0|b127.0] 12.0 na. | n.a. n.d. n.d. 


Including attachments and parts and tractors for farm use only. 

aEstimated roughly on basis of man hours of employment for the first four months 
of 1947 which ran 10% above the August, 1946, level. Prices also increased 10% 
over the average for 1946. 

bEstimated on basis of first quarter of 1947. 

n.a.Not available. 


above 1946. Production of farm machinery (exclud- 
ing nonfarm tractors) shows a very similar percentage 
upturn. (See tables 1 and 2.) About half this in- 
crease is attributable to higher prices. The real in- 
crease in volume issues from the expansion of produc- 
tion facilities, increased availability of basic materials, 
and the settlement of labor-management difficulties 
in the agricultural machinery industry. 

The value of tractors and other agricultural ma- 
chinery on the farm rose markedly during 1946 so 
that by January 1, 1947, it totaled $5,115 million, 9% 
above the previous high. (See table 3.) The 1947 


- ‘Bureau of Agricultural Economics, “Balance Sheet of Agricul- 
ture,” 1947, p. 31 

_ *Department of the Interior, “National Resources and Foreign 

Aad,” October, 1947, p. III, 65. 

& hey of Agricultural Economics, Agricultural Situation, Oct., 
Bos, Pp. 

i ‘Report of the Secretary of Agriculture, 1946, p. 48 


Table 3: Value and Depreciation of Tractors and 
Other Farm Machinery on Farms 
Source: Bureau of Agricultural Economics 
Money Figures in Millions of Dollars 


Value January 1 


Depreciation 
Index 


1940 =100 Amount 


Tractors 


figure, however, partly reflects the higher valuation of 
existing machinery. 


MOST TRACTORS STAY HOME 


Exports of agricultural machinery currently con- 
stitute more than 14% of domestic production. Trac- 
tors (including those for nonfarm use) comprise 
about two thirds of these shipments. (See tables 1 
and 2.) About one fifth of the exports have been 
going to western Europe, while Canada and Latin 
America have been receiving the bulk of the remain- 
der. 

Besides bad weather and the lack of fertilizers, 
scarcity of farm machinery has been a serious impedi- 
ment to a more adequate agricultural output in Eu- 
rope. World deficiencies of basic foods probably will 
persist at least until mid-1949.1 Agricultural machin- 
ery, especially heavy tractors, is needed immediately 
in Europe. 

Replacement of farm machinery in European coun- 
tries was seriously hampered during and since the 
war owing to raw-material and man-power shortages. 
Indeed, much of the equipment now in use is out- 
moded and in inefficient condition. 

According to estimates of the Paris conference, 
western Europe hopes to import 50,000 heavy trac- 
tors (of over 30 horsepower) valued at $200 million 
from the United States during the four-year period 
1947-1948—1950-1951. Requirements for medium and 
light tractors by the sixteen participating countries, 
their dependent overseas territories, and western Ger- 


1President’s Council of Economic Advisers, “The Impact of Foreign 
Aid upon the Domestic Economy,” October, 1947, p. 39 
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many are placed at about 14,000 for the current fiscal 
year. 

Efficient utilization of existing and new plant facili- 
ties should permit manufacture of enough of these 
tractors in Britain and the Continent after this year 
to meet requirements. Production of medium and 
light tractors is making noteworthy strides, especially 
in the United Kingdom. That country has tripled the 
number of tractors in use since 1941. There have 
also been heavier purchases of other machinery— 
cultivating, sowing, and harvesting equipment.! 

Requirements? for agricultural machinery and parts 


1The Economist, Sept. 14, 1946, p. 422 


"Department of State, Committee of European Economic Co- 
operation, Volume II, Technical Reports, July-September, 1947, 
pp. 34, 51 
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(excluding tractors) over the next four years are 
estimated at about $700 million. 

As stated by the Paris conferees, these requirements 
appear to be greater than the countries can ad- 
vantageously utilize, according to the President’s 
Committee on Foreign Aid. However, they could 
efficiently absorb larger imports from us than they 
are currently receiving. The essential problem seems 
to be one of meeting Europe’s dire need and at the 
same time fulfilling orders from United States farm- 
ers which far surpass the industry’s present plant 
capacity. 

Suirtey S. HorrMan 
Division of Business Economics 


1President’s Committee on Foreign Aid, “EuropeanfRecovery and 
American Aid,” Nov. 1947, p.B 5 


Shoe Prices Make the Market 


EWER shoes were sold in 1947 than in 1946 as 

prices from the raw material markets to the retail 
counter continually increased. Further price rises 
may mean even fewer sales in 1948. And prices are 
still rising. The result is declining production and 
heavier inventories. 

Sharp rises in the prices of hides and skins over the 
past two years have been mainly responsible for the 
difficulties the shoe industry faces. The price of the 
most important hide—cattle—has more than dou- 
bled from the OPA ceiling of 15.5 cents a pound to 
approximately 35 cents. As Chart 1 shows, there was 
some decline from the peak levels reached in Novem- 
ber, 1946, but the reversal since May, 1947, has re- 
covered all of the lost ground. 

The earlier decline was probably associated with 
the increase in slaughter late in 1946 and cautious 
buying policies during the period of uncertain busi- 
ness outlook in early 1947. The subsequent rise re- 
flects a continued tight supply of hides, increased 
exports, higher cattle prices, speculative activity and 
heavier shoe orders. 


SLIGHT CONTROL OVER SUPPLY 


Of all the factors with which the shoe industry must 
contend, it probably has least control over its raw 
material supply. Except for the relatively few inte- 
grated concerns, leather supplies are obtained from 
tanneries which sell approximately 85% of their out- 
put to the shoe industry. 

The tanneries, in turn, are claimants for hides and 
skins which are a by-product of the meat-packing 
industry. 

Since hides and skins are by-products, their supply 


from domestic sources is not greatly affected by de- 
mands of the leather producing industries. Raw ma- 
terials are controlled by the size of herds and con- 
sumer demand for meat, rather than in response to 
the needs of the leather producers and users. 

Price is responsive to a combination of factors, only 
one of which is intensity of consumer demand for 
shoes. The time required to process raw materials is 
so long and the goods pass through so many hands 
that there is too much play in the system to allow 
changes in consumer demand to register quickly and 
directly. | 


HIDE SUPPLY TIGHT 


The over-all supply of all types of hides and skins? 
is not abundant, but just adequate for current opera- 
tions. Inventories today are slightly higher than dur- 
ing the low point in 1943 although perhaps 25% lower 
than before the war, Tanneries, accordingly, have 
cattle hide inventories equivalent to about a month’s 
supply. This has been described as “an abnor 
and dangerously low quantity for an industry wie 
must have minimum reserve stocks to assure con 
tinuity of operation.”? | 

Had domestic slaughter in recent years not in- 
creased over prewar levels, the situation would b 
far more precarious than it is. The United States is 
traditionally a net importer of hides and skins. The 
imports, particularly in 1945, 1946 and 1947, hav 
fallen well below their previous quantities. Increa: 
domestic production has just about filled the gap. 


1The most important to both the leather tanning and shoe indus 
tries are cattle, calf and kipskins, and goat and kidskins. 

*President’s Committee on Foreign Aid, “European Recovery 
American Aid,” Nov. 1947, p. L8. 
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Chart 1: Wholesale Prices of Hides, Leather and 
Shoes 


Source: Bureau of Labor Statistics 
Index Numbers: 1926 =100 


HIDES AND SKINS 


EQUAL VERTICAL DISTANCES REPRESENT 
EQUAL PERCENTAGE CHANGES 


1947 


fact, the United States has shown a small net export 
balance on cattle and calf hides for 1947. 

The most significant import deficits have been in 
calfskin and kipskin, and goatskin and kidskin. The 
former have been restricted in supply because of 
changed conditions in Europe; the latter, because 
of domestic disturbances in India. Cattle-hide im- 
ports are also lower. Since the war, most exporting 
nations have been consuming more of their own cattle 
hides than they did in previous years, and govern- 
ment subsidies, in some cases, have enabled other 
countries to purchase more freely at prevailing world 
prices. 

Argentina is reported to have accumulated stocks 
ranging from 2.5 to 4.5 million cattle hides. The Ar- 
gentine policy appears to be to sell only when prices 
are deemed sufficiently high. This withholding from 
the market may have been a factor in the domestic 
price rise which started in May. Sales to United 
States importers are now, however, being made. A 
combination of attractive prices in the American mar- 
ket and a desire to dispose of some of the stocks 
before they deteriorate physically is probably re- 
sponsible. 

If Argentina dumps her supply on the market, it 
‘has been said that relief in domestic hide prices may 
be expected. Although such a contingency cannot 
be excluded, two factors may prevent it. First, as 
long as United States prices remain high, Argentina 
might profitably dispose of some of her stocks in this 
country. Second, in the face of the anticipated reduc- 
tion in American cattle-hide supplies in 1948, in- 
creased supplies from Argentina might not have a 
severely depressing effect on prices. 

Prospects for 1948 indicate that there may be a 
reduction of supply over 1947 of approximately 

2 million equivalent hides (cattle hides plus their 


equivalents in calf and kip). Furthermore, goatskin 
; 


; 
. 


imports from India may be still further reduced. 

The price problem of the industry thus results from 
strained conditions in the raw material market. Data 
in Chart 1 show that neither the prices of shoes nor 
leather have kept pace with the price of hides and 
skins. In early 1946 and for some years previously, 
prices of footwear were relatively higher than those 
of raw materials, providing a cushion when hides and 
skins began to move up. But it will be observed from 
the chart that the price of neither leather nor of shoes 
has kept pace with developments in the raw material 
markets since that time. Despite further increases 
in shoe and leather prices, the gaps were steadily 
widening at the end of 1947. 

Shoe manufacturers must therefore either increase 
prices and lose unit sales, or lower their margins and 
maintain their prices. The general policy seems to 
be compromise through gradual price increases. 


OUTPUT PATTERN CHANGES 


The pattern of shoe production in recent years does 
not exhibit much conformity with the trends of other 
nondurable manufactures. (See Chart 2.) In 1941, 
shoe production had apparently been raised to levels 
high enough not to require the expansion which most 
other industries underwent in the following years. 
Declines in the production of men’s civilian shoes and 
women’s leather shoes and increased production of 
fabric shoes compensated for the large output of mili- 
tary footwear. Rationing presumably prevented this 
balance from being upset. 

For the period of the last two years, the produc- 
tion of all nondurables has shown a slightly rising 
trend. But shoe production, although at high levels 
in 1946, has exhibited a downtrend in 1947. Civilian 
shoe production in 1946 was at the all-time high of 
526 million pairs (see Table 1), with output highest 
in the first half of the year when leather was most 
plentiful. A substantial portion of this total, however, 


Chart 2: Production of Shoes and Nondurable 
Manufactures 
Source: Federal Reserve 
Index Numbers: 1935-1939 =100; Seasonally Adjusted 
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consisted of fabric shoes which were still in good de- 
mand. Production of leather shoes in 1946 was high, 
but not as great as in 1941. The difference was made 
up in fabric types. 

As can be seen from the table, the output of fabric 
shoes during the war was roughly double previous 
production and at times almost two fifths of total 
civilian manufacture. Although 1946 production of 
this footwear was high, a slackening off was already 
noticeable and was accentuated during the last quar- 
ter of the year. This downtrend was increased in 
1947 and accounts for the sharp decline in shoe 
production from 526 million pairs in 1946 to a prob- 
able 460 million in 1947. 

The decline in total output registered in the first 
eight months of 1947 was 16%. Leather shoe produc- 
tion, however remained the same. The entire drop 
was accounted for by a downturn of 60% in the 
manufacture of fabric-type footwear. 


LOWERED OUTPUT PER MAN HOUR 


These changes in the pattern of shoe production 
have been accompanied by lowered output per man 
hour. A study by the New England Shoe and Leather 
Association calculates that, taking 1939 as 100, the 
index of output has risen since then, but has dropped 
from a postwar peak of 126 to 109 in the first half of 
1947. This result is generally confirmed by the data 
for employment and hours worked in the industry, 
which have shown no substantial changes in the past 
two years despite lower production. 

A forthcoming study of unit labor requirements in 
the shoe manufacturing industry between 1939 and 
1945 by the Bureau of Labor Statistics will show that 
there was a decided decline in total man-hour require- 
ments per unit of production during the war. The 
drop was caused by the lower amount of direct fac- 
tory labor necessary. Indirect factory labor! used 
per unit, however, increased considerably by 1945. 


“Indirect factory labor is that not directly applied to production 
such as maintenance, shipping, receiving and warehousing, time- 
keeping, inspection, control, engineering, machine setup, etc. 


Table 1: Production of Civilian Shoes 
Source: Bureau of the Census 
In Millions of Pairs 


Fabric and | Fabric and 
rt Part 


Pa 
Leather | Leather as 
Uppers % of total 


Dae -60 
1Data for 1947 includes shoes other than for civilian use. 


Table 2: Retail Shoe Sales 
Source: Department of Commerce 
Tn Millions of Dollars 


Month 1947 Sales 1946 Sales 
JANUALY 35a) rk. oda Pee es eta ee 98 90 
FPebruaryig...< excise ha harper 88 90 
Mareb..) cota: 5 ara one a eres 131 116 
April sass. 5. seine bn a ied ae 137 139 
May’... 05 Gin tre cea te coadbusreep 139 119 
JUNC eg hoa PRR OTe ee 132 132 
SUL iy hess ace See ete 108 100 
Atigistinats soc cues ole eas eens 112 127 
Septem beri’. #.(acsses Sctcvecce sew sent 146 130 
G' moss totals. saeene cree mers ea eee 1,091 1,043 
Octobernet sare cee vitae ae ener Pack 134 
Novembétics ojigicstscs haere eee Site 127 
December: (oi. neat atta eek re wea ar! 158 


This pattern is generally evident in practically all 
price lines in men’s women’s, and children’s shoes. 

The reduction in labor output in 1947 is largely 
explained by the change in the character of produc- 
tion. Less labor per unit is required for the produc- 
tion of fabric shoes. Leather shoes are now more 
highly styled and fancier than in recent years, and 
more effort per unit must therefore be expended on 
them. Production is also once more resuming its 
prewar seasonal pattern, but because of the tight 
labor market, employees are continued on payrolls 
during the slack periods. 


RETAIL SALES"DOWN 


Retail sales were markedly lower, unitwise, in 1947 
than in 1946. For the first nine months, dollar sales 
were up by about 5%.1 (See Table 2.) But when the 
intervening rise in prices is considered, there has been 
a decline of approximately 20% in unit sales. 

Several factors besides price rise have probably 
been responsible for the drop in unit sales. Shoes 
worn in wartime have been pretty well replaced. 
Expenditures on shoe repair were unusually high in 
1947. The prices of food necessaries were high. And 
durable goods have been more plentiful. 

Department of Commerce analysts think that 
about 430 million pairs will have moved across retail 
counters in 1947, or about 30 million fewer pairs than 
produced. 


INVENTORIES INCREASING 


The balance of production remaining unsold’ in 
1947 has moved into inventory. Most of this increase 
is thought to consist of leather shoes, and this is not 
wholly undesirable, since inventories needed to rise 
to what is probably a reasonable relationship to sales. 

Despite the fact that fabric shoe production de- 
clined during the year, it is thought probable that 
sales of this type were rather high in the opening 


1This is a minimum estimate. Data in the table cover only slightly 
more than 50% of total retail sales, and stores not covered are thought 
to have shown somewhat better sales gains over last year. 
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months. This was a period of extensive markdowns 
at retail, and merchants took this opportunity to 
dispose of proportionately heavier stocks of fabric 
shoes. Hence, fabric production in 1947 was low but 
sales were high; leather production was high, but 
more was moved into inventory. 

With inventories now in probable balance to sales, 
and production concentrated on the more desirable 
types, the problem is to hold down any declines in 
unit volume which might result from price increases. 

The average factory value of a pair of shoes has 
risen from $1.68 in 1939 to about $3.75 in 1947. The 
past few months have shown a slight decline from 
the high of $3.86 in May, exhibiting an attempt to 
get back to lower price lines because of consumer 
price sensitivity. 

Manufacturers have announced price rises of from 
3% to 15% on spring lines. The leather which they 
will work is that tanned from the hides and skins 
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bought in the rising market since midsummer. That 
market is still showing rising tendencies. 

Producers, furthermore, have been attempting to 
write escalator clauses into contracts. These, in some 
cases, have been accepted. Many in the shoe business 
believe that the most desirable policy would be to 
put the entire industry, down to the retail stores, on 
a replacement pricing basis, instead of holding to 
firm contract prices. It is maintained that only in 
this manner can working capital positions be main- 
tained in order to finance inventories which must be 
bought at rising prices. 

Yet a pricing policy more adequately reflecting 
replacement costs might imply a still greater reduc- 
tion in unit sales, and this is a contingency that the 
industry would like to avoid. 


Lawrence A. Mayer 
Division of Business Economics 


Diesels Overtaking Iron Horse 


AILROADS are steadily becoming a more im- 
portant factor in the oil industry’s market for 
diesel fuel oil. 

Before the war began, railroads accounted for only 
about a million barrels annually. Last year, railroads 
bought more than 13 million barrels, and some ana- 
lysts expect a 40% increase this year in light of the 
increase in diesel-electric locomotive installations. 

Diesel-electric locomotives steadily become a more 
familiar sight on our railroads. In October, Class I 
railroads had 5,393 units in service, or almost ten 
times the number operating before the war. Four out 


Diesel fuel consumption was 43% above a year ago in the eight 
months through August, 1947. 


of five of these prewar units were switching cars 
around terminals and freight yards. 

The growth in diesel use has resulted in a decline in 
steam locomotives. There were 41,117 in service be- 
fore the war but only 37,551 by the end of 1946. In- 
fact, ownership of steam locomotives at the end of 
1946 was at the lowest point since 1900. 

This does not mean that railroads are not replac- 
ing wornout locomotives. On the contrary; despite 
material shortages and other handicaps to production, 
the railroads added 764 units. But only 83 of. these 
were steam locomotives. 

Deliveries have been on a large scale this year but 
here again ¢ diesel electrics lead. Class I railroads put 


TABLE 1: COAL, FUEL OIL, DIESEL OIL, AND GASOLINE FUEL RECEIVED BY CLASS I LINE-HAUL RAILWAYS 


Interstate Commerce Commission 


Fuel Oil 


Source: 
Bituminous Coal 
Period Ending December 31 i Quantity 
au Tone) Cost per Ton! Seb arrest of 
81,286,385 $2.23 2,281,546 
91,706,723 2.23 2,568,960 
91,718,059 2.34 2,874,799 
74,783,697 2.36 2,425,819 
81,812,613 2.37 2,573,298 
88,595,490 2.32 2,751,809 
104,099,613 2.48 3,368,177 
120,910,135 9.59 4,134,764 
129,738,453 2.94 4,802,297 
135,579,265 eal 4,743,808 
123,006,960 3.25 4,705,723 


| Diesel Oil Gasoline 
Cost per Quantity Cost per Quantity Cost per 
Gallon! (Thousands of Gallon! (Thousands of Gallon! 
(Cents) allons) (Cents) allons (Cents) 
1.900 40,276 7.811 
2.099 Not Not 44,863 8.333 
2.345 available available 47,004 8.813 
2.214 46,265 8.034 
2.012 43,898 4.395 45,714 7.972 
2.020 72,874 4.480 46,258 8.109 
@. 151 114,080 4.516 47,141 9.115 
%-218 174,353 5.049 46,473 10.185 
2.635 218,846 5.270 44,904 10.736 
2.632 $15,831 5.353 45,845 11.061 
2.612 441,484 5.213 46,101 10.913 


MIncludes transportation charges paid foreign lines; that is, a connecting line or one reached through a connecting line. 
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Table 2: Cost Differential between Bituminous 


Coal and Diesel Oil 


Sources: Interstate Commerce Commission; Taz CONFERENCE 


when fuel economies are considered, the diesel electric 
is outstanding. 


A conventional coal-burning steam locomotive 


EES (noncondensing) is only about 7% efficient when 

ulin Bintan’ | iene a Per Cent | | Actual measured by the amount of latent energy obtained 

Per Ton | 40 Gallons from its fuel in useful work. Condensing steam en- 

180 ee 92.37 | $1.76 34.7 61 gines in turbine power plants obtained from 23% to 

LOMO Tryst tits nalte raves 2.32 1.79 29.6 .53 30% efficiency; gasoline engines are about 25% effi- 

Leen eich Seats ae a He a cient. The diesels, however, utilize more than 
1948 500. Se 2.94 2.11 39.3 83 334% of the heat value in ‘the field. 

fo are ge AN ey Kah ae ar When linked with actual costs of coal vs. fuel oil, 

TOA G eae) pee ae 2.21 46.2 1.02 these figures become even more impressive. A ton of 

ROS7G Ss Ae oer on 3.97 2.97 33.7 1.00 


aMine purchases as of August 


676 new locomotives in service in the first ten months 
of 1947 of which 606, or 90%, were diesel electrics. 
Moreover, 95% of the 967 locomotives on order No- 
vember 1, specify diesel electrics. 


bituminous coal contains about 26 million b.t.u.t 
Bituminous coal costs the railroads $3.97 a ton.? 
The same heat value (26 million b.t.u.) can be 
obtained from 188 gallons of diesel fuel at a cost of 
about 7.42 cents a gallon, or $13.95. Certainly no 
saving yet—but only 1,820,000, or 7% of the total 26 


million b.t.u. in a ton of bituminous coal burned in 


DIESELS ECONOMICAL AND VERSATILE 


Why are diesels replacing 
prime reasons are versatility 


with many stops. 

When a_ diesel-electric 
locomotive is idle, as often 
happens in short intervals 
between runs, the engine 
can be shut off. Steam lo- 
comotives, under the same 


1British thermal units: the amount of heat required to raise a 
pound of water one degree Fahrenheit at atmospheric pressure. 


*1.C.C. Statement No. M-230 dated August, 1947. 


steam locomotives? The 
as compared with steam, 


coupled with operating . ‘ F ASE ‘| 
pee ee re fe of Table 3: Diesel Electric Locomotive Units in Service on Class I Railroads! 
4 cas Source: Simmons-Boardman Publishing Corporation 
gions, railroads use thous- 
and-! iesel-elec- P d Com- 
anel-horsepower oo Total Switching bination pases 
tric locomotive units to Period and Freight 
haul commuter trains in AE ee Z 
from the suburbs; switch umber orsepower Number orsepower orsepower 
5 . TSSG eerie tans eee ae 185 99,930 163 70,990 740 
cars around terminals most ogy 261 | 167,360 | 221 109,620 740 
.of the day; and return the 93g... 364} 269,910 | 298] 163,570 740 
Soramuters’ to. Lheirmueo ante ee 566 | 455,350 | 472 | 294,850 1,100 
i" mene er UOS0 0 Pe. eee 853 733,630 700 468,410 1,860 a 
ur an communities m GW TICE Whee Bey a aa go 1,331 | 1,208,200 | 1,058 745,970 54,470 407,760 
evening hours. A diesel- 10942...............5. 1,742 | 1,654,030 | 1,314 | 955,040 192,230 506,760 
i : : © pg ADAG Sec nsscu ane Oe nee 1,191 | 2,143,190 | 1,586 | 1,204,000 424,430 514,760 
electric locomotive can ac-  joyy 3,173 | 3,289,900 | 2,025 | 1,609,490 1,078,050 602,360 
celerate faster than the 1945................. 3,946 | 4,268,170 | 2,375 | 1,920,910 1,427,100 920,160 
oniventional Yeteam. Jadelt seein oe eee 4,579 | 5,114,070 | 2,608 | 2,137,520 1,675,959 1,300,600 
See 4 entio LOSTig. Mee + hie aeeee 5,393 n.d. 2,838 n.d. n.a. n.d. 
motive. Hence, the former i. aor : : 
Be 5 xcludes switching and terminal companies. 
type is ideal for short runs, aAs of October 1 n.a, Not available 


Table 4: Horsepower Distribution of Diesel Electric Locomotive Units on 
December 31, 1946! 


Source: Simmons-Boardman Publishing Corporation 


Passenger and Combi- 
nation Passenger and 
Freight Locomotive 
Units 


Total Units 


Freight Locomotives 
Units 


Horsepower 


circumstances, have to Horsepower 

Maintain steani \pressure”™ 3 990,."....:...05..cou.t, 20.5 da A a oo 

and consume fuel while age) Lage Siac. RITE ak ceed ae SC Pe has Pro. 006 

idle. The modern | stestn 7'akn be 1,500,000. ds, eee 213,240 

locomotive can keep apace ci thet, de Seca y Ne cx Qe |e oe 22,800 
000 20 uc FRG ee Oe ee eee 


of the diesel, particularly 
over longer distances and 
its initial cost is about half 
that of a multiple unit 
diesel locomotive. But, 


Total road and switching locomotive units. . 


1Class I Railroads only. 
tAveraging approximately 820 horsepower per unit. 
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Table 5: Sales of Residual Fuel Oil by Uses 


Source: Bureau of Mines 


Thousands of Barrels of 42 Gallons 


At the end of 1946, there 
were eight times as many 
freight road locomotive 


Use 1946e 1945 1944 
GES. Adi 118,000 112,297 114,535 
Vessels (including tankers)....... 94,000 100,365 92,069 
Gas and electric power plants....| 61,000 84,532 34,476 
Smelters, mines and mfg. ind... ..| 116,000 91,176 86,664 
TCDS GY 001 (si 49,000 43,874 40,474 
Navy, Army and Coast Guard... n.d. 97,485 101,347 
Oilecompany fuel. .........55.- 60,000 57,336 55,363 
Miscellaneous uses.............. n.d. 5,200 4,484 
ES 4) n.d. 542,265 529,412 
Exports and shipments........ n.d. 11,669 12,536 
fotaneteialo sok. 2 Se.le5 fo. n.d. 553,934 541,948 


units, about 3.5 times as 


1943 1942 1941 d 
many passenger and com- 

116,278 99,996 80,565 bi My 8 d 
62,196 | 37,817 | 56,678 mation passenger an 
30,858 28,101 33,622 freight units, and double 
84,219 85,515 78,024 ; ; 
49,670 47,483 46.606 the number of switchers in 
92,713 56,531 25,746 service on Class I roads, as 
47,123 44,871 54,181 compared with the 1942 
one ied see year-end. Diesel fuel con- 
482,477 | 405,333 | 380,990 : eae ‘ 
14,894 12,095 14,114 sumption by these roads 
497,371 | 417,428 | 395,104 has tripled over the same 


ePreliminary estimates. 
n.a. Not available. 


_ the conventional steam locomotive, are transformed 


into useful work. Forty gallons of diesel-electric loco- 
motive fuel at 7.42 cents a gallon, or $2.97, will fur- 
nish 1,820,000 b.t.u. of service. Hence, fuel costs for 
the same amount of useful work are reduced almost 
25% by using diesel electrics instead of the older 
steam locomotives. This differential was even greater 
last year but has narrowed somewhat because of 
higher diesel oil prices. (See Table 2.) 

The management of Class I railroads recognized 
the attractive operating efficiencies obtained from 
the use of diesel electrics in switching operations more 
than a decade ago. For example, there were 221 
diesel switching-locomotive units in service on 73 of 
the Class I roads in 1937. At the end of 1941 the 
number in service had increased to 1,058, almost five- 
fold over a five-year period. Switchers in service at 


_ the mid-1947 mark had nearly tripled the 1941 total. 


(See Table 2.) 

Amazing growth is also manifested in the number 
of diesel freight road locomotives placed in service by 
Class I railroads since 1939. There were only three 
units in this specialized service at the end of 1940.. 
By the end of 1946 the units in service climbed to a 
total of 1,250, with virtually all of the gain occurring 
after World War II began. 


FUEL CONSUMPTION RISES STEEPLY 


Consumption of diesel fuel did not assume sizable 
proportions until the railroads began to use diesel- 
electric freight road locomotives extensively. 

In 1940, there were only 148 passenger and com- 


_ bination passenger and freight locomotive units and 


five freight road units and 700 switchers in service. 
Fuel consumption totaled 81.2 million gallons that 
year. During the following year, 76 passenger and 
combination passenger and freight, 44 freight road, 
and 358 switching units were added, and fuel con- 
sumption jumped 46%. In 1942, fewer switching 
units but 104 freight road and 51 passenger and com- 
bination passenger and freight were added. Fuel con- 
sumption jumped to 185.6 million gallons, or 55%. 


interval. It totaled 559,- 

187,983 gallons in 1946 
compared with 454,467,545 gallons in 1945. (See 
Table 3.) 


NAVY LARGEST DIESEL OIL CONSUMER 


The consumption of diesel fuel by railroads was 
exceeded by far by the Navy, and until recently by 
diesel driven merchant vessels. During World War 
II, the Navy consumed vast amounts of diesel fuel 
but the size of that market has shrunk sharply. Diesel 
fuel requirements by the Navy and other branches 
of the military services fell from 33.4 million barrels 
in 1944 to 22.9 million in 1945, or about 33%. 

Data are not available for diesel fuel-oil consump- 
tion during 1946, but, in view of the steady contrac- 
tion of the operating Navy, diesel and residual fuel- 
oil consumption has undoubtedly dropped sharply 
during 1946 and this year. 

Railroads were running neck and neck with mer- 
chant vessels for second place as consumers of diesel 
fuel. If the present trend continues, however, there 
is no question that the railroads will assume undis- 
puted possession of that position. In 1945, for exam- 
ple, diesel fuel-oil consumption by all railroads to- 
taled 12,036,000 barrels, a 45% increase over the 
8,325,000 barrels consumed a year earlier. Diesel fuel 
requirements for vessels increased from 12,755,000 
barrels in 1944 to 13,374,000 barrels, or almost 5% in 
1945. 

American shipyards are, of course, operating on a 
greatly reduced scale. Only twenty-six self-propelled 
steel merchant vessels over 2,000 gross tons each were 
completed by American yards during 1947 up to 
October 1, as compared with sixty-six a year earlier. 

On October 1, 1947, a total of 204 vessels were being 
built. Of these, 108 were nonpropelled vessels such as 
coal hopper barges, oil barges, dredges and cargo 
barges. Of the 98 self-propelled vessels there were 
only 38 which could be considered seagoing. In this 
last category, only ten cargo vessels were to be diesel 
equipped for an aggregate of 37,200 horsepower. (See 
Table 6.) 

In the smaller vessel category, the fifty-six vessels 
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to be diesel powered will account for a total of 43,960 
horsepower, and the grand total in both the seagoing 
and smaller vessel groups will amount to 81,240 horse- 
power. 

Using horsepower as a yardstick, the total addition 
of diesel-equipped ships indicated above would be 
equivalent to railroads placing about fifty-four 
diesel freight road locomotive units into service dur- 
ing the first nine months of 1947. But instead, Class I 
railroads added 321 diesel freight road locomotive 
units—nearly six times as many. To this, they 
added 263 passenger and combination passenger and 
freight units and 230 switchers. 


Table 6: Diesel Powered Vessels under Construc- 
tion or under Contract on October 1, 1947! 
Source: American Bureau of Shipping 


Vessels Horsepower eee. 

Total: Mires oa ice ee scsi 81,240 
Seagoing totaly voces. ewe ves 8,380 87,200 
Cargoivesselssi sacri se diae bs 1,000 1,000 
Cargo vessels............... 6,680 33,400 
Cargo vessels............... 700 2,800 
Miscellaneous steel total........ ck 44,040 
Towboatsiiess.. econ... ete 25,980 
a iS erie a) 5 Sai a, Aah 3,715 
ETAWIERS: Gh caste eee eee 3,775 
Cargo vessels............--- 800 
Cargo barges: ccsnuss csc ae ae 4,800 
Derrick barges.............. 1,920 
Purse seiner\»). 5 6::...°. (0.00) 1,050 
Passenger ferry, single end... . 800 
Double end ferry............ 600 
Wackhtier.gntas sae baeee 600 


ok to American pues * Shipping classification. 
2Diesel-electric: Tugs, 2; Yacht, 

aRange from 2,880 to 800 Diesel ak | 

bRange from 1,200 to 230 Diesel horsepower. 

cRange from 650 to 500 Diesel horsepower. 


There is no question that the expanding use of 
diesel-electric locomotives by railroads in less than 
a decade has been spectacular. The same can be said 
of the rise in diesel fuel oil used by railroads. Yet 
fantastic though it may appear, railroads could re- 
place all their coal-burning and oil-burning steam 
locomotives and their electric locomotive units with 
diesel-electric locomotives and still consume less fuel 
annually on a per barrel basis than is consumed by 
the 6,000-odd oil-burning locomotives in service on 
Class I railroads. Railroads consumed 118 million 
barrels of residual fuel last year or nearly nine times 
as much as railroad consumption of diesel fuel oil. 
(See Table 5.) 

There is little likelihood of diesels replacing all 
steam and electric locomotives in the conceivable 
future. Railroads installed sixty-eight steam locomo- 
tives during the first ten months of this year, and 
these undoubtedly represent the latest developments 
in modern steam power. The present trend, however. 
is diesels nine to one. 

Wiu1amM B. Harper 


Division of Business Economics 


ECONOMIC FACT OR FICTION: 


Are Farmers Rich or Poor? 


This is the second of a series in “Economic Fact or Fiction” which 
are available in pocket-size reprints for easy mailing. Single copies will 
be available free. Quantity prices will be furnished upon request. 


roo? was vital in winning the war. It is equally 
vital today in staving off world hunger. With 
such a mounting demand, prices received by the 
farmer for his products have sharply increased. To 
what extent has the farmer profited from these higher 
consumer prices? 

Intensive investigations of food prices both by gov- 
ernment and private agencies have revealed one com- 
mon conclusion. This was recently summarized by 
a joint Congressional committee: 


“The net result of higher prices received by farmers, 
despite higher costs, has been greatly expanded incomes. 
Farm income has increased relatively more than non- 
farm income. . . . Although it is not the purpose of this 
paper to appraise the level or share of net farm income 
—whether too high or too low—it is abundantly clear 
that a major portion of increased food costs to the con- 
sumer is reflected in farm prices and farmers’ incomes.” * 


Farm spokesmen stress the disadvantages at which 
the farmer finds himself even under these higher in- 
come levels. Assistant Secretary of Agriculture Bran- 
nan recently contended that a typical farm family 
receives an income about “56% less than that of their 
city counterparts.” While he found that the typical 
American urban family was “safe, fairly comfortable, 
with a dozen household conveniences at the wife’s 


1See “Food Prices, Production and Consumption,’ repared 
by Fred. E. Berquist for the Joint Committee nis op a 
Report, 80th Congress, First Session, 1947, p. 21. 


Farm and Nonfarm Income, Per Capita 


Source: Bureau of Agricultural Economics 
Index Numbers, 1910-14=100 
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Table 2: Per Capita Farm and Nonfarm 
Net Income After Adjustment! 
Source: Department of Agriculture 


fingertips,” the typical farm family lived in an old 
house in serious disrepair, without running water and 
other conveniences. 


“Flies attend every meal, spring and summer,” he ia Dalloal 
said. “There are mice in the kitchen and rats around eur Farm! Nonfarm 
” s —$—$—$—$————____ | _ ii... 
the barn.” He placed particular stress upon the fact (eso e ee ee 243 603 
that “agriculture is disadvantaged in its share of the YORE aoe peer feet wom 258 697 
national income. . . . Roughly one fifth of our people ra Pete eee eee n eee erent ee ne ; et! 
. 2 aC Ree ine es pote cet ae ey 5 09 
live on farms. But last year agriculture received only Ade ne eee ee 676 1,223 
one ninth of the national income. Thus, even at the A Eat nes Ey aA bE Gt oa 688 1,290 
MDA Pats han Rae ee Pee ee a 702 1,279 
BOM sa, eo QO ERE 779 1,288 
TOST: (6st) ek Beas eee eee 900 1,440 


Table 1: Per Capita Farm and Nonfarm 
) Net Income 


1Farm income from nonagricultural sources is included in farm income in this table; 
in Table 1, such income was treated as part of nonfarm income; data for earlier 
years are not available. 

net income in the rest of the economy. As a result, ag- 

riculture’s share of the national income reached 10.2% 


Source: Department of Agriculture 


vis in 1946 as compared with 8.2% in 1939 and 8.9% in 
1929. Even after allowance for the higher cost of farm 
1910... operations currently, therefore, a larger share of the na- 
ioit se tional income has gone to the farmer in recent years. 
1912... There can be no doubt that the relative income status 
144 . of farmers has been significantly improved. 
iste: 2. Farm population has trended downward. As a re- 
1916... sult, income per person on farms increased at a more 
rate 8 rapid rate than did farm income. The degree to which 
1919. the per capita income of the farm population has risen 
1920... more rapidly than the nonfarm income is readily appar- 
1921... ent from the chart. The average net income per person 
spel pe on farms in 1946 from agricultural operations was $620. 
1924... The corresponding income for persons not on farms that 
1925... year was $1,326. (This absolute difference between the 
1926... two per capita incomes, which is frequently cited as 
ade e evidence of the extreme disadvantage of the farmer’s in- 


come, is examined later.) 

For some years prior to World War II, it was the 
goal of the Administration and farmers in general to re- 
store farm income to so-called parity levels. The income 
of the farm and nonfarm population was held to have 
been in balance in the years 1910-1914. Subsidy payments 
to farmers and other types of agricultural relief were 
adopted at that time to contribute toward a restoration 
of this 1910-1914 balance. Parity income would again 
be achieved when per capita farm and nonfarm incomes 
were in the same relative position as in 1910-1914. In 
1939, as shown in Table 1, the parity income ratio was 
only 95 while in 1940 it had dropped to 88. 

As farm prices and farm incomes rose faster than in the 
remainder of the economy, the parity income ratio moved 
sharply upward. By 1946 it had reached 168. This is 
the highest ratio on record. Here again, using a yardstick 
set up jointly by agriculture and a sympathetic Admin- 
istration, official data reveal a substantial improvement in 
the farmer’s relative share. 


Mncludes nonagricultural income of persons on farms; see Table 2. 

2Represents the ratio of per capita farm and nonfarm incomes expressed as a 
percentage of the 1910-1914 average ratio. For example, farm income per capita 
in 1946 was 461 as compared with 100 in 1910-1914; nonfarm income was 272 (1910- 
1914=100). The index of farm income (461) divided by the index of nonfarm 
income (272) yields the parity income ratio (168). 
peak of prosperity, farm income lags. In the valleys 
of depression the gap grows much wider.” 

Against this background of conflicting viewpoint, 


farm facts warrant careful review. 


Relative Incomes 


From official data prepared by the United States 
Department of Agriculture and the United States De- 
partment of Commerce, the following facts emerge 
about the comparative income status of agriculture: 


1. Farmers are currently receiving the highest share 
of the national income on record. The net income from 
agriculture after deducting all production expenses will 
be about $18 billion in 1947. This is fully four times 
the comparable figure for 1939. It exceeds the income in 
1929 by about $12 billion. It is nearly twice the total 


Thus, the relative level of farm income, however 
measured, is found to be more favorable than at any 


net income for 1919. 
This rise was substantially greater than the increase in 


Statement by Assistant Secretary of Agriculture, Charles F. 
Brannan, before the House Committee on Agriculture and Sub- 
committee of Senate Committee on Agriculture andj§Forestry; 
**Rural Facilities, Services, and Industries,” Oct. 6, 1947. 


time in the past. Moreover, our national policy, 
through subsidy payments, support prices and related 
measures, should protect the farmer against so drastic 
a cut in income as that which occurred in past 
depressions. 
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Some spokesmen for agriculture concede the rela- 
tive improvement of farm incomes but they stress 
how far short it is of nonfarm per capita income. 
This difference is regarded as conclusive evidence that 
the living standards of farmers on the average must 
therefore be sharply lower than city dwellers. Con- 
gressman Bender recently concluded from a similar 
comparison that “it is generally recognized that the 
farmer has for long been economically disadvantaged, 
and that there is little resentment against him if he 
now profits from those supply-demand relations which 
for a quarter of a century have kept him at the bot- 
tom of the ladder.”! 

How valid is this comparison of absolute levels of 
income? Are the methods of estimating income com- 
parable so that the figures can be used without ad- 
justment? 


Farm Incomes Understated 


The following reservations must be kept in mind 
whenever these comparisons are cited on an absolute 
basis: 


1. Considerable income flows to the farm population 
from employment off the farm and other nonfarm sources. 
In 1946, according to official estimates of the United 
States Department of Agriculture, persons living on farms 
received about $4.25 billion in net income from nonagri- 
cultural sources. 


As a result, the per capita net income of persons living 
on farms, including income from nonagricultural sources, 
is raised to $779 (see Table 2), as compared with the 
figure of $620 more commonly cited. (The preliminary 
estimate is $900 for 1947.) There is, of course, an accom- 
panying offset in the net income of persons not living on 
farms. Unless per capita farm incomes, therefore, are 
raised by from 25% to 40% to allow for income from non- 
farm sources, the total income of the farm population is 
understated? 


2. A significant portion of net farm income is derived 
from the consumption of farm-grown foodstuffs and fuel 
consumed on farms. These are valued at farm prices in 
determining the net income of persons on farms. In con- 
trast, most city dwellers must pay retail prices. In 1946, 
some $2.5 billion of farm income was entered on this 
sharply lower valuation basis. Professor John D. Black, 
of Harvard University, has estimated that the farm 
family food bill was cut about 50% in 1942 by this 
method of calculation.’ This saving has probably in- 
creased since that time under the influence of rapidly ris- 
Consumer Prices and Economic Stability,” draft of a report 

submitted to the Mid-Continent Subcommittee of the Joint Com- 
mittee on the Economie Report by Chairman George H. Bender, 
November 138, 1947. 

*Congressman Bender in his comparison allowed for the influence 
of income derived from nonagricultural sources by using the figures 
in Table 2 rather than those in Table 1. 

3J. D. Black and Charles A. Gibbons, “The War and American 
Soi gall Review of Economic Statistics, February, 1944, p. 26, 
ootnote. 


ing retail prices. Rents paid in rural areas are likewise 
lower than in urban sectors. 


Thus, the methods used in estimating farm and 
nonfarm income contribute toward a significant un- 
derstatement of farm income. According to one esti- 
mate, the treatment of home-grown foods and fuels 
and the savings on rent after proper adjustment 
would add “the equivalent of as much as nearly 20% 
to 25% of real income to farm income.’ There is some 
reason to believe that after this adjustment, current 
per capita income of persons living on farms would 
imply a higher farm family income (since farm fami- 
lies are larger, on the average) than for urban fami- 
lies. 


Agricultural Wealth 


A better record of changes in assets and liabilities is 
available for agriculture than for any other industry.” 
According to these official estimates, the following 
significant improvements are apparent in the wealth 
structure of American agriculture. 


1. The assets of farmers increased from about $54 
billion in 1940 to $111 billion currently. Meanwhile their 
liabilities decreased slightly. As a result, proprietors’ 
“equities” or the total “surplus” of farmers advanced by 
fully $59 billion. 

2. The savings or financial assets of farmers rose from 
about $65 billion at the start of 1940 to about $22 billion 
in January, 1947. At that time, farmers held nearly $4 
billion in currency as compared with $1 billion in Janu- 
ary, 1940; they also had demand deposits of $7.5 billion 
as compared with $1.5 billion and time deposits of $3.6 
billion as compared with $1.4 billion prewar. 

3. The value of furnishings and equipment in farm 
households was $4.3 billion in 1940 and $4.8 billion at 
the beginning of the year. During 1946, the average 
value of furnishings and equipment per farm family had 
thus increased to $700. According to official estimates, 
this was $102 greater per farm family than on January 
1, 1940, 


All the evidence available from official records lends 
strong support to the conclusion that the wealth and 
income status of agriculture is much more favorable 
than it was before the war. Admittedly, wide varia- 
tions exist in the distribution of total agricultural in- 
come among farmers, as they do in city income. The 
gap between the average farm income and city income 
has been greatly narrowed in recent years and may 
have been closed on a family basis. 


Martin R. GarnssrucH 
Division of Business Economics 


1J. D. Black, “Measures for the Improvement of Agriculture,” 
American Economic Review, February, 1941, p. 168. 

*See “Balance Sheet of Agriculture,” 1947, Bureau of Agricultural 
Economics, United States Department of Agriculture, Washington, 
D, C., August, 1947. 
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Business Highlights 


Drive for Money Controls 


ONTINUED expansion in bank loans has been 
brought into sharp focus by a number of recent 
events. 

The President’s special message to\Congress in the 
first half of November gave added emphasis to 
what various Washington authorities had long been 
saying on the subject of inflation. 

A short time later, the Board of Governors of the 
Federal Reserve System, the Comptroller of the Cur- 
rency, the Federal Reserve Deposit Insurance Cor- 
poration, and the National Association of Supervisors 
of State Banks issued a joint statement in which the 
view was expressed that “present conditions require 
the bankers of the country to exercise extreme cau- 
tion in their lending policies.” 


TIGHTEN CREDIT EXPANSION 


Still more recently the Chairman of the Board of 
Governors of the Federal Reserve System and the 
Secretary of the Treasury have been before Congres- 
sional committees where they expressed deep concern 
about the price outlook. They were not wholly in 
agreement as to what ought to be done, but it was 
evident that both looked with disfavor upon further 
expansion of bank loans. 

_ This concerted drive to prevent any further growth 
in bank accommodations for business or consumers 
appears to have gained much headway in Administra- 


TABLE 1: 


Source: 


tion circles and to present a real cause of concern to 
industry and trade. 

Commercial bank loans have been rising with but 
temporary interruptions since the wartime low in 
1943. (See Table 1.) By the middle of 1947 they 
exceeded $33.2 billion, a figure which approaches the 
mid-1929 total of $35.7 billion, and is more than 
double the low point of 1935. The weekly figures 
from the reporting member banks leave no doubt that 
the over-all volume of loans is now substantially 
higher than at mid-year and is still on the increase. 
Total consumer credit, another figure which has been 
frequently in the limelight of late and the cause of 
quite general official uneasiness, is also at a new high. 

The over-all volume of business as measured by 
gross national product in current dollars is now, how- 
ever, more than double that of 1929, and more than 
three times that of 1935. Total expenditures for con- 
sumption are now correspondingly greater than in 
either 1929 or 1935. The fact is that bank loans as 
a percentage of gross national product are today at a 
record peacetime low. The same is true of outstand- 
ing consumer credit as a percentage of total expendi- 
tures for consumption. (See Table 2.) 

Nevertheless, this situation, in the official view, 
constitutes an inflationary threat of the first order of 
magnitude. Since mid-year, the authorities have been 
endeavoring to tighten up the money market. These 


LOANS AND INVESTMENTS OF INSURED COMMERCIAL BANKS IN THE UNITED STATES 
Federal Reserve 


In Millions of Dollars 


Loans 


Loans for Pur- 


Com- chasing or Carry- 
mercial, ing Securities 
Includ- Real- | Con- 
Total ing | Agricul- estate | sumer 
n- | tural? To Loans | Loans 


Investments 
United States Government Obligations 


Other 
Securi- 
ties 


Total 


Guar- 
anteed 


Total Certifi- 
cate of 
Indebt- 


edness 


Notes | Bonds 


ee) eS es ee | eee es Sees 
—S S| —————— | | | —___ — 


1940 (Dee. 31)| 42,557) 18,395] 7,178) 1,281 663 | 727 | 4,468 4,077 24,162] 17,064 2,756| 9,925) 3,719 3,491 
1941 (Dee. 31)| 49,290) 21,259} 9,214) 1,450 614 | 662 | 4,773 4,545 28,031 21,046 3,159} 12,797] 4,102 3,333 
1942 (Dec. 31)| 66,240) 18,903] 7,757] 1,642 950 | 597 | 4,646 | 2,269 |1,042 | 47,336) 40,705 5,799 20,999 2,718 3,098 

1943 (Dec. $1)| 83,507] 18,841) 7,777) 1,505 |1,414 | 922 | 4,437 |1,868 | 918 | 64,666 58,683 7,672 30,656} 2,501 2,696 

1944 (Dec. 31)| 103,382] 21,352] 7,920] 1,723 | 2,269 | 2,265 | 4,343 |1,888 | 944 | 82,030) 75,875 15,778 39,848 978 2,733 
1945 (Dec. 31)| 121,809} 25,765] 9,461) 1,314 |3,164 |3,606 | 4,677 | 2,361 | 1,181 | 96,043) 88,912 16,045) 51,321 22 3,258 

1946 (June 29)| 117,409} 26,791] 10,334) 1,366 | 2,417 | 2,656 | 5,738 | 3,069 | 1,21] 90,618 82,977 12,004) 52,092) 24 3,668 

(Dec. 31)| 112,178] 30,733] 14,016] 1,358 | 1,517 | 1,609 |7,103 | 4,031 | 1,098 | 81,445) 73,554 6,780) 53,200 15 3,592 

1947 (June 30)} 110,682) 33,250] 14,765] 1,549 | 1,517 | 1,278 | 8,201 | 4,893 11,047 | 77,433 69,136 5,341] 53,505 14 3,471 


prior figures. 


1During the period December $1, 1942-June 80, 1945, agricultural loans 4 amie to dealers, seo: and farmers’ cooperatives covered by purchase agreements of the Com- 
y Credit Corporation which are now classified as commercial and industrial loans; consequently, 


beginning December 31, 1945, these items may not be entirely comparable 
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Table 2: Gross National Product and Commercial 
Loans, Consumer Credit and Expenditures 
1929-1947 
Source: Department of Commerce; Tam ConFERENCE Boarp 
In Millions of Dollars 


Loans Loans Total Consumer | Credit 


Year Netonal rie Be : = E eee Es ae 
Product Banks | National Expat 2 ese eepen- 
Mid-year | Product 

1929..... $103,828 | $35,738] 34.4 | $78,761 $7,637 9.7 
1980..... 90,857 | 34,539) 38.0 70,789 6,829 9.6 
L981 505.04 75,930 | 29,166) 38.4 61,153 5,526 9.0 
1982....... 58,340 | 21,806) 37.4 49,208 4,093 8.3 
1983. 205 55,760 | 16,349} 29.3 46,346 3,929 8.5 
1934..... 64,868 | 15,700) 24.2 51,882 4,396 8.5 
1985..... 72,193 | 14,909} 20.7 56,215 5,439 9.7 
LOSE™ oes 82,483 | 15,559} 18.9 62,515 6,796 10.9 
LOST)... 90,213 | 17,432) 19.3 67,121 7,491 11.2 
ot! te 84,683 | 16,053) 19.0 64,513 7,064 10.9 
938... 90,426 | 16,423) 18.2 67,466 7,994 11.8 
1940..... 100,477 | 17,414) 17.3 72,052 9,146 19.7 
T9412. ae 125,294 | 20,353) 16.2 82,255 9,895 12.0 
1942 2... 159,628 | 20,262) 12.7 90,835 6,478 el 
19485 5 192,573 | 17,663 9.2 | 101,626 5,334 5.2 
1944..... 210,551 | 21,013) 10.0 | 110,417 5,776 5.2 
1945..... 213,120 | 23,675} 11.1 | 121,698 6,637 5.5 
1946..... 203,679 | 27,130) 13.3 | 143,670 10,157 al 
1947e....| 230,700a| 33,680) 14.6 | 166,000b] 11,434c 6.9 


Te of second and third quarter, seasonally ae parins annual rates, 
bThird-quarter estimate, seasonally adjusted, annual rates. 

eSeptember, preliminary. 

eEstima’ 


efforts have not been without effect in the matter of 
money rates despite a large influx of gold which was 
allowed to enter the money supply stream in the usual 
way by issue of gold certificates to the Federal Re- 
serve. 

The rate for one-year money was raised from about 
Yeths of 1% to 1%. Other steps taken include: 

1. Elimination of the repurchase option and the 3/8th 
of 1% guaranteed rate on Treasury bills beginning with 
the issued date July 10. Rate on Treasury bills which 
had been held at 375% since 1942 subsequently increased. 
Rate on a ninety-day issue dated November 28 was 
0.94% per annum. 

2. Refunding maturing issues of certificates of indebt- 
edness and notes on more favorable terms, either with 
shortened maturities carrying the same annual rate or 
with maturities carrying higher annual rates. On October 
20, the Treasury announced that it would refund about 
$1.8 billion of twelve-month certificates maturing Novem- 
ber 1 with an eleven-month issue at 1% per annum. At 
the end of November it was announced that Federal Re- 
serve holdings of Treasury certificates maturing November 
1 were being redeemed instead of exchanged for the new 
issue of eleven-month 1% certificates. 


On November 18, the Treasury announced an offer- 
ing of thirteen-month 144% Treasury notes due 
January 1, 1949, in exchange for a certificate issue of 
nearly $3.3 billion maturing December 1, and for a 
2% Treasury bond issue amounting to about $701 
million which matured on December 15. 

One result of all this, and of the continued demand 
for private bank accommodation, has been an appre- 
ciable, although still very moderate, stiffening in 


other short-term money rates. (See Table 3.) Within 
more recent weeks there have been a number of an- 
nouncements of higher rates on certain types of 
short-term paper by some of the large New York City 
banks. The Guaranty Trust Company, the Bankers 
Trust Company and the Chase National Bank raised 
the rate on loans to brokers and security dealers to 
144% from 1%, effective December 1. 

The rate on bankers’ acceptances was raised, effect- 
ive December 1, by the National City Bank as fol- 
lows: acceptances maturing in ninety days or less, 
from 1% to 144%; maturities up to four months, 
moved up to 144% and those for six months were 
lifted to 144%. Banks in other leading cities are 
following the lead of the New York institutions. 

The campaign for higher short-term rates appar- 
ently continues, and a number of qualified observers 
hold the view that an increase in the rediscount rate 
is likely early in the new year. Such an increase would 
raise rates on private loans already outstanding and 
carrying an escalator clause referring to the redis- 
count rate. Such a clause has become an increasingly 
frequent feature of term loans, of which the out- 
standing volume is large. 

Naturally, this stiffening of rates, modest though 
it is, in short-term rates has had repercussions in 


Table 3: Open Market Money Rates in 
New York City 
Source: Federal Reserve 
Percentage per Annum 


United States Government 
Security Yields 


Exchange 
Call-loan 


4- to 6- 
Months! 
1944 average. . ae 44 
1945 average. . 16 44 
1946 average. . .81 61 
1946: 
November. . .94 81 5 
December. .| 1.00 81 I, 
1947: 
January 1.00 81 Ws 1.26 
February O07 |e. SL Ue 1.26 
March..... 1.00 81 1. 1.24 
April.... 1.00] .81 1. 1.24 
May... ..2¢s 1.00 81 ae pay f 
Sune, & Sees 1.00 81 Li : 1.29 
Ri fcly Apne eae 1.00 .81 1.38 .703 1.33 
August..... 1.00} .88 1.38 1.31 
September..} 1.06 | .94 At 804 1.28 
October 1.06 .94 : .857 1.35 
November. .} 1.06 .94 . 932 1.47 
Week ending: 
Nov. 8....| 1-1 | 15/16 - 912 1.45 
Nov. 15 1-1 | 15/16 - 931 1.47 
Nov. 22 1% | 15/16 ; 1.47 
Nov. 29 1% | 15/16 944 | 1.01 1.49 
Deco ¥ Gert cies tL ee eae . 946 1.04 1.49 
1Monthly res are aresee 2 of Korg vailing rates 
a rate o} H 
Augut 2 bk. Pao heel eee ane time Joana was 1.609% beginning 


te on new issues offered within period. 
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TABLE 4: BOND YIELDS! 
Source: Federal Reserve 
Percentage per Annum 


CO © OW HH HH WH HWY LH OOO 


co OHH OW W 


93 


Corporate (Moody’s)* 


By Ratings 


By Groups 
| Aaa ) Aa A Baa Industrial] . Railroads Public 
) | Utility 
) 30, |), 730 ) 30 | 30 40 | 40 40 
2.72 2.81 3.06 3.61 2.80 | 3.39 2.97 
2.62 2.71 2.87 3.29 2.68 3.06 2.89 
2.53 2.62 2.75 3.05 2.60 | 2.91 2.71 
2.60 2.70 2.84 3.15 2.65 3.05 2.76 
2.59 2.69 2.84 3.17 2.66 3.05 2.77 
2.61 2.69 2.83 3.17 2.66 3.04 2.97 
2.57 2.65 2.79 3.13 2.63 3.00 2.73 
2.55 2.64 2.79 3.12 2 61 3.00 2.72 
2.55 2.64 2.80 3.15 2.61 | 3.02 2.73 
2.53 2.63 2.81 3.16 2.60 3.03 2.71 
2.53 2.63 2.82 3.17 2.60 3.05 2.71 
2.55 2.64 2.83 3.21 2.60 3.10 2.72 
2.55 2.64 2.82 3.18 2.62 3.06 2.72 
| 2.56 2.64 2.81 3.17 2.63 3.03 2.72 
2.61 2.69 2.86 3.23 2.67 3.09 2.78 
| 2.70 2.79 2.95 3.35 2.76 3.22 2.87 
| 2.77 2.85 3.01 3.44 2.84 3.30 2.93 
| 
| 2.68 2.76 2.91 3.31 2.73 3.18 2.84 
2.68 2.77 2.92 3.33 2.74 3.19 2.85 
2.72 2.80 2.95 3.35 2.77 3.22 2.88 
2.71 2.80 2.96 3.37 2.77 3.23 2.89 
2.71 2.81 2.98 3.39 2.77 3.26 2.89 
2.72 2.81 2.99 3.41 2.79 3.27 2.89 
2.74 2.82 2.99 3.43 2.81 3.28 2.90 
2.79 2.87 3.03 $.45 | 2.86 3.31 2.94 
2.81 2.90 3.05 3.47 | 2.89 | 3.33 2.96 


United States Govern- 
ment (Taxable) 
Year, Month, or Week “Gig Ca oie 
15 Years | gtade)* | grade)? 
Number of issues......... 15 5 
1944 average 1.94 2.48 1.86 2.60 
HOAG Average... 2c... 5... 1.60 S37 1.67 2.54 
1946 average............. 1.45 A 1.64 2.44 
1946 October. . 1.58 2.26 1.84 2.51 
November.......... 1.60 PCAN 1.80 2.51 
December....... 1.60 2.24 1.97 2.55 
1947 January..... ...../ 1.56 Z-21 1.92 2.48 
US 1.54 2.91 1.99 2.48 
March. . 1.52 2.19 2.02 2.49 
unl a 1.58 | 2.19 | 1.98 | 2.49 
LO Ee $58 2.19 1.95 2.49 
ft! 1.56 2.22 1.92 2.50 
July.... ys 2.25 1.91 2.51 
Lo 2 re 1.54 2.24 1.93 2.51 
September........ Lens 2.94 1.92 2.57 
O05 eee 1.58 ay f 2.02 2.68 
November.......... 1.72 2.36 2.18 2.75 
As of: 
Whetabengets o.2 oa ces ys 1.54 2.24 1.96 2.64 
October 8. 1.54 2.24 1.98 2.64 
October 15. bie rag 2.26 2.03 2-70 
October 22. 1.60 2.28 2.04 2.68 
October 29. 1.63 2.30 2.08 2.68 | 
November 5. wala f.69 2.34 2.11 2.69 
November 12...........} 1.70 2.36 2.14 2.75 
November 19...........} 1.72 2.36 2.21 2.57 
November 26...........| 1.76 237 @.25 230 | 
Y i ici , Which are based 
aaa of daily figures, except for municipal bonds, which are 


Standard and Poor's Corporation. 
‘United States Treasury Department. 


other sections of the money market. Reportedly, the 
Reserve authorities initiated their efforts to bolster 
short-term rates primarily for the purpose of check- 
ing a switching movement then under way among the 
banks from short-term to long-term governments. 
Member banks, however, appear to have been re- 
sponding not so much by buying short-term govern- 
ment obligations as increasing private loans where the 
yield is greater than can be had anywhere in the gov- 
ernment bond market. 

Chairman Eccles has meanwhile taken the very 
unusual step of telling the public that an advance in 
the rediscount rate is in the offing. 

At any rate, the price of long-term Treasury obli- 
gations declined apparently rather more than was 
regarded as desirable by the Treasury and the Re- 
serve authorities. Support operations were initiated 
which tended naturally to expand Federal Reserve 
credit and in part at least to nullify efforts to tighten 
up the money market. 


EFFECT ON CORPORATE BONDS 


All this naturally has had its effect in the corporate 
bond market. It appears to have had a definitely 


‘Moody’s Investors Service. Because of limited number of suitable issues, the 
industrial Aaa, Aa, and A groups have been reduced from 10 to 5, 8, and 8 issues, 
respectively, and the railroad Aaa, Aa, and A groups from 10 to 6, 6, and 9 issues, 
respectively. 


more marked effect there than in the carefully con- 
trolled government bond market. This, of course, has 
added to other difficulties already being encountered 
by private enterprises in attempting to obtain funds 
through the sale of new securities. The official hos- 
tility to any further bank borrowing has, accordingly, 
been regarded with more concern by industry and 
trade than otherwise would be the case. 

The average yield on high-grade corporates had 
remained relatively little above 244% for the eight 
months through August but rose when the govern- 
ment’s more aggressive debt management program 
began. By the end of October, prices had dropped so 
that corporates were yielding about 2.69%. The price 
decline continued and, by December 3, corporates 
were yielding 2.84%. (See Table 4.) 


SPREAD WIDENING 


With the corporate bond market declining and 
open market operations supporting long-term gov- 
ernments, there has been a widening of spreads be- 
tween corporate yields and long-term Treasury bond 
yields. This spread was 0.37% at the end of October. 
By December 3, the spread had widened to 0.47%. 
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The weakening in corporate bond prices is also 
affecting the new issues market. Many high-grade 
corporate issues are now selling well below the prices 
at which they were offered within recent months. 


BRAKES DON’T HOLD 


The recent proposals of the Chairman of the Board 
of Governors of the Federal Reserve System and the 
Secretary of the Treasury are to be considered in 
light of these developments. Business and consumer 
loans have continued to rise despite efforts of the 
Reserve and the Treasury to tighten up the money 
market. It has seemed impossible to put the brakes 
on private bank lending without doing more damage 
to the government bond market than is thought by 
the authorities to be permissible. Commercial banks 
still own about $75 billion in government obligations, 
all of them yielding less than the highest quality 
business loan. 

The expedient of sterilizing incoming gold suffers 
from the same infirmities as any other of the available 
techniques for shortening the supply of money or of 
preventing it from increasing. Such measures arc 
unable to discriminate between one type of credit and 
another. The same is true of the Republican propo- 
sal for increasing the reserve requirements of the Re- 
serve banks. There is nothing in the current posi- 
tion of the Reserve banks to suggest that the pro- 
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posed requirements would soon limit their activities 
in any way. Moreover, the Federal Reserve is, of 
course, at liberty to reduce its commitments when- 
ever it thinks such a course wise regardless of pres- 
sure upon its own reserves. 

Authority to issue directives in the field of con- 
sumer lending could be used to curtail the volume of 
such credit at the discretion of the Federal Reserve. 
The net effect of the rather elaborate additional or 
special reserve plan of the Federal Reserve’s chairman 
is controversial at points, but it is obviously very 
carefully devised to freeze present holdings of gov- 
ernment obligations in the portfolios of the banks. 
Once this system was in effect, the Federal Reserve 
evidently believes, it would be possible to exert pres- 
sure upon the member banks via their reserve account 
to induce discontinuance of loan expansion or even 
a contraction of this form of bank credit. 

To many, the Reserve chairman, in his later ap- 
pearance on Capitol Hill, seemed less enthusiastic 
about this or any other very drastic anti-inflationary 
action at present than he had in his earlier testimony. 
Whether this change, if change it really is, indicates 
as some qualified observers believe an awakening 
fear of deflationary consequences remains for the 
future to disclose, 

Wuu1am B. Harper 
Division of Business Economics 


Future of Poultry Prices 


HE SHORT corn crop has worked havoc in the 

poultry industry. Unlike most other food com- 
modities poultry prices are lower than a year ago. 
Increasing feed costs, however, and the consequent 
drop in production may boost prices in the spring. 

Poultry is one of the primary food commodities 
which has risen least in price since prewar days. The 
Bureau of Labor Statistics reports that chicken sold 
at retail in mid-September for 91% above the 1935- 
1939 average, compared with pork at 146%, lamb 
at 144% and beef and veal at 140% above the five- 
year prewar average. The retail price of all foods was 
104% higher in mid-September when the cost of liv- 
ing reached its highest point in history—53% above 
prewar years, according to THe Conrerence Boarp 
and 64% according to the Bureau of Labor Statistics. 
(See Table 1.) 

Huge stocks leaving the farms have forced whole- 
sale prices down. Some men in the industry feel that 
if the margin between the processors’ or wholesalers’ 
cost and the price they receive was increased, more 
poultry would leave storage. Greater volume would 


enable retailers to work on a prewar markup. At 
present, storage at a monthly rate of approximately 
one fourth to one half of a cent a pound looks attract- 
ive with the possibility of higher prices later. 

On November 1 stocks of poultry in cold storage 
totaled 278 million pounds or 17 million pounds above 
available stocks last year. This is the largest amount 
ever stored at this time of year. The net increase in 
October was nine million more than the average Oc- 
tober increase in the five-year period 1942-1946. 

Thousands of birds are coming to market at earlier 
ages than would ordinarily be best for the farmer. 
Birds just past their pullet stage are being taken off 
the farms, if they are not efficient layers. The root of 
today’s serious poultry situation is the shortage of 
feed, especially corn. This encourages more frequent 
culling of poor producers. 

Meat stocks were also considerably larger on No- 
vember 1, 1947, than a year earlier. Beef holdings 
were 68% higher, veal 74%, pork 32%, and canned 
meat and meat products 11%. The supply of beef 
in storage last year on November 1 was 14 million 
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pounds below October 1. The average October de- The egg-feed ratio (the pounds of poultry ration 
crease is two million pounds. This October, however, equivalent in value at local farm markets to one dozen 
beef stocks increased thirteen million pounds. eggs) stood at 11.3 in September, 1947, compared with 
The total supply of feed concentrates for the 1947- 11.7 a year earlier and 12.2 in September, 1939. Here 
1948 feeding season is estimated by the Department the increase in the price of eggs almost balanced the 
of Agriculture at 140 million tons. This includes feed increased feed costs. 
grains, by-product feeds and wheat and rye used for Preliminary data for October released by the De- 
feed. Compared with last year, total estimated feed partment of Agriculture confirm the serious feed situ- 
supply is 14% lower, and compared with the past five ation. The egg-feed and chicken-feed price ratio in 
year period, the supply is 10% to 20% lower. mid-October was the least favorable for any month 
The number of grain-consuming animal units, in any year since the government began keeping rec~ 
moreover, as of January, 1948, will be only one mil- ords in 1924, 
lion below last year. The Department of Agriculture Egg prices may be up slightly in the following 
estimates that the quantity of feed concentrates per months, but feed prices will be higher. The Depart- 
animal] unit during the year beginning October will be ment of Agriculture expects feed prices to average 
approximately 14% below a year ago. “considerably higher in October-June of the current 
Consequently, poultry feed costs have risen con- feeding year than in the period of 1946-1947, Egg- 
siderably. The average price per one hundred pounds feed price ratios from next February through June 
of poultry feed paid by farmers rose 23% from $3.80 probably will be 10% to 15% below 1947.” 
in September, 1946, to $4.67 in September, 1947. This A decrease in the egg-feed price ratio has always 
is the highest cost on record. In September, 1939, caused a reduction in the number of chickens raised, 
farmers paid $1.69 per one hundred pounds. (See with the exception of the year 1947. Accordingly, the 
Table 2.) Department of Agriculture expects that flock replace- 
The poultry-feed price ratio and the egg-feed price ments in 1948 will be “moderately below” 1947. Total 
ratio reveal the discrepancy in the various price in- chicken meat production will be about 5% less. 
creases. The poultry-feed price ratio or the number On November 1, the number of eggs in incubators 
of pounds of poultry ration equivalent in value at was 22% less than a year ago, according to the De- 
local farm markets to one pound of chicken (live partment of Agriculture. Don M. Turnbull, secretary 


weight) dropped from 7.7 in September, 1946, to 6.0 of the International Baby Chick Association, has . 
in September, 1947. The previous September low been reported as saying that hatcheries supplying one 
occurred in 1933 when the ratio fell to 6.1. of the largest chicken producing areas in the country, 


TABLE 1: RETAIL PRICES AND THE COST OF LIVING 
Sources: Bureau of Labor Statistics; Tun Conrerence Boanp 
(1935-89 = 100) 


Retail Prices 


Period 


Beef and 
Veal 


Pork Chicken Fish 


Lamb 


5.2 96.6 101,1 | 88.9 99.5 93.8 101.0 

100 6 95.8 102.8 81,1 99.7 94.8 110.6 

105 105.5 107.5 110.8 100.1 106.6 102.1 194.5 

) 116 123.9 126.0 | 123.6 120.4 124.1 122.6 163.0 
123 138.0 133.8 124.7 119.9 196.9 146.1 206 .b 

125 196.1 129.9 118,7 112.2 184.5 161.0 WT 6 

| 128 139.1 191.2 118.4 112.6 196.0 154.4 Q17,1 
: 159.6 161.3 150.5 148.2 163.9 174.0 236% 

: 6 184.0 121.2 134.3 139.0 162,68 919,7 

ere? i 173.7 175.2 150.3 171.6 178.2 236.4 

ere Ab 2 186.6 180.3 182.4 149.5 175.2% 287 6 

JA 188.5 180,32 182.4 1867.6 192.48 437 B 
anh POG 0 190.7 174.6 182.4 187.7 925.3 GAD. 

Be vbe ny f 203 6 191.0 2OT A W5.4 144,9 266.0 

a) 197.8 187.6 193.3 198.8 149.4 267 6 

Pre 8 199.0 190.9 190.8 W5 .B 185.8 YING 

ey 3B 196.7 190.0 191.6 204.3 176.5 256.7 

45 207 6 195.1 217.4% 209.7 174.3 266.0 

or 0 202.6 194.6 203 5 W6 5 1771 261.0 

7 6 203.9 197.1 QOL. 209 6 179.6 2651 

5 216.9 216.4 ING. 226.7 182,% 264.7 

Al 220.2 220.8 WNG.4 224.6 141.9 260 6 

5 228.4 230.5 229.3 482.1 140.5 262.4 

5 . a) 744.0 191.4 2716.7 
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Table 2: Price of Feed, 1924-1947 


Source: Department of Agriculture 


Average Price 


Per 100 Pounds ; 
September of Poultry | rice Ratio | Price Ratio 
Ration Paid 
by Farmer 
NOGA S te uit nied gecieie ae és 7.8 12.6 
ROZGS  Wocticse sc oes : 8.2 12.5 
FOGG. Facet ve le tatente Uz 9.8 14.4 
007 on icc tau a eee B.. 7.8 11.9 
VO2S8.5.. «fas macessraearaerent 2. $.3 13.1 
1 bg ey eet g. 9.3 14.1 
O80 2 oc intterdarcty Nee on 8.4 11.9 
1s 7 Wc AS ee eee A, 3 di. 12.5 15.2 
ROBO eco wttahs cuneratiteascs T. 10.5 15.5 
SSS oa. pickle Poth «Hehe 1 6.1 10.5 
VOSS... lusipecs watery eichdike 1. 6.6 11.4 
1 A 5 aie Rene rts aac REY Gh Lt 8.8 15,1 
LOSGi5 V3 ea canelae else 2 6.7 11.0 
LOBUi ae. ew ae tee See g. 8.7 11.4 
MOSS Te ethic sos Rtas 1. 9.9 17.3 
OSD ES. ct etor coe eco tee wv 8.0 12.2 
TD4AD... eee ae Acre ule 8.5 13.0 
NDA So cre eet hom ict ane ihe 1. 8.2 15.3 
1949.25. Sateen se ce 2%, 9.1 15.6 
LO4S oo ax, RRR pee ee g. ¢$.0 14.8 
DONS 8 oooh Patch ies chae ed 2.99 8.1 eee 
Ee Re BaP Sc 2. 9.4 13.5 
1946. SA aaiendatone seein & 3. fers a7 
NORTE orb A cai aeo mets 4. 6.0 11:8 


1The number of pounds of poultry ration equivalent in value at local farm mar- 
kets to one pound of chicken (liveweight). 
2Pounds of poultry ration equivalent in value at local farm markets to one dozen 


eggs. 


are putting in about 40% fewer eggs than a year ago. 


Some hatcheries are using only 10% of their facili- 
ties and others are closing down entirely. One hatch- 
ery reports that a big chicken grower who had been 
buying 8,000 to 9,000 broiler chicks a week has discon- 
tinued buying, owing to the uncertainty of conditions. 

Reduction of the poultry population, which comes 
about largely with high feed costs, is one of the points 
in the Citizens Food. Committee program. Poultry 
producers and four major farm groups have pledged 
themselves to reduce the total number of egg-laying 
chickens to 400 million, by culling 136 million by 
January, 1948. This will save 30 million bushels of 


grain. Normal culling would reduce egg-laying flocks 
to 440 million. Egg-laying stock constitutes about 
90% of the $2,750 million poultry industry. 

Producers have also pledged themselves to cut the 
number of broiler chicks 33 1/3% below normal sea- 
sonal levels by January, and baby chicks for all pur- 
poses 7% between February and June, 1948. It is 
expected this alone will save 21 million bushels of 
grain. By the end of 1947, young turkeys will be re- 
duced 12% and duck production 15%. This will save 
more than 5 million bushels of grain. A total of 56 
million bushels will thus be conserved. 

Short-term effects of high feed costs favor the 
consumer. Huge stocks come to market at lower 
prices. But longer term effects are to the disadvan- 
tage of all concerned. The American Meat Institute 
said, in reference to the grain conservation program: 
“Any effort to cut back, reduce or curtail livestock 
numbers can cripple our entire future economy in the 
country. It could wreck the livestock program of 
farmers, impair the future nutrition of our people and 
fan the price inflation fire.” 

Price inflation in the poultry and meat markets is 
anticipated by men in government as well as in indus- 
try. Testifying at the opening of hearings on the 
President’s program by the Joint Committee on the 
Economic Report, Mr. Anderson predicted: “Meat 
is going to be distressingly short for February, March, 
April, and May, and possibly June should be added.” 

The Department of Agriculture plans to buy 
chickens, place them in cold storage, and release them 
back to the consumer meat trade later. Men in the 
trade, however, feel that, at the prices announced, 
little or no poultry will reach the government. 

Should poultry prices rise considerably, as present 
conditions indicate, it would rob consumers of one 
of the lowest-priced meats on the market. 

Rosz Nawicu 
Division of Business Economics 


Fewer and Fewer Farmers 


ARMING as an occupation and a way of life has 

steadily declined in the United States, with World 
War II accelerating this movement. However, the 
trend has been temporarily reversed since the war, 
although it may be resumed in the near future. 

In the relatively short period of approximately 
eighty years since 1870, the proportion of American 
population living on farms has declined from more 
than one half to less than one fifth of the total. This 
long-term downtrend in the importance of agriculture 
as a source of employment has not meant declining 


farm output. Improved farming methods, plus ad- 
vances in transportation, storage, refrigeration and 
food processing, have made it possible for one farmer 
to feed more and more city dwellers. 

In 1787 it took nineteen farmers to produce enough 
food over and above their own wants to feed one city 
person.! The same number of persons on farms just 
before World War II, aided by mechanization and 
increased knowledge of scientific farming, produced 
enough surplus food for fifty-six nonfarm people plus 


tReport of the Subcommittee on Technology to the National 
Resources Committee, 1987, p. 99. 
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Table 1: Farm Population, 1929-1947 
Source: Department of Agriculture 
Quantity Figures in Thousands 


Total Agricultural Agriculture 
Period Population Population sa %o 
January 1 January 1 Total Population 

1a oe Ais oe 121,136 30,220 24.9 
POSURE, ccdicc. soos i 4.0% 123,643 30,485 24.7 
SE, oes ca 125,223 32,033 25.6 
UCSH Ss ogo Tae 126,865 31,801 25.1 
ith Gee to 128,475 30,906 24.1 
UAE 2 2 130,406 30,480 23.4 
AORN te mile acs tice 4 131,456 30,269 23.0 
TO Oe 132,638 29,988 22.6 
DORR ia.c acc ose e 133,953 29,048 o1.7 
CS emo eee 135,646 26,659 19.7 
ee en ee 137,368 25,521 18.6 
EGS 138,955 25,190 18.1 
OMG eee dace ad eos +s 140,387 26,850 19.1 
JOUVE OS 6 ae 142,673 27,550 19.3 


enough to export for ten more. By 1944, production 
for human consumption per farm worker had risen 
40% above the 1935-1939 average.! 

The size of the farm population and labor force 
from year to year has been influenced strongly by the 
availability of occupational opportunities in nonagri- 
cultural activities. In good times, movement away 
from farms is stepped up. In depression years, how- 
ever, not only is the migration away from farms cur- 
tailed, but some back-to-the-farm movement devel- 
ops. 

The average yearly loss suffered by the farm popu- 
lation during the depression decade of the Thirties 
has been estimated by the United States Bureau of 
the Census at 375,000 persons. This compares with 
a corresponding average annual loss during the Twen- 
ties of 630,000 persons. It would seem that the secur- 
ity of at least a subsistence level of income on a farm 
is attractive in depressed times. 

This tendency for migration from farms to urban 
areas to lag in depressed times and spurt in better 
times has aided in lessening the disruptive effects on 
the economy of the displacement of farm population. 

The long-range effect of the movement from farms 
to urban areas are generally beneficial. According to 
one authority, “per capita incomes are larger where 
the proportions of the labor force engaged in agricul- 
ture are lower; and practically everywhere, economic 
programs providing for readjustment out of agricul- 
ture are called for.”? 

Certain areas in the United States which may be 
classified as overagriculturalized would benefit greatly 
from a shift in emphasis to industrial and service in- 
dustries. “For example, Mississippi (60% of labor 
force in agriculture) and North Dakota (50%) could 
double their per capita incomes by programs that 


tReport of the Secretary of Agriculture, 1946, p. 46. 

*Louis H. Bean, “Industrialization and Per Capita Income,” 
Conference on Research in Income and Wealth, 1946, Vol. 8, Part 5, 
p. 123, 


would shift 25% of their labor force out of farming 
into other activity.”4 

The secular downtrend in the percentage of the 
United States population living on farms has been 
completely reversed only twice in the period from 
1916 to 1940. The first interruption was in 1919 and 
1920, during the demobilization of the army after 
World War I. The second occasion was from 1930 to 
1933 when the depression caused migration from 
farms to urban areas to dwindle and induced enough 
return migration to counterbalance the trend. 

Excellent job opportunities in urban areas during 
World War II had the effect of intensifying the trend 
away from agricultural pursuits. Not only was the 
surplus manpower drained off but many workers who 
were sorely needed on farms also left. From 1940 to 
1945, farms lost population at an average rate of 
approximately one million persons per year. The 
peak year for this intensified off-the-farm movement 


Table 2: Percentage Change in Farm Pepulation 
for Selected Years 
Source: Department of Agriculture 


January| January] January 
1940 1945 1947 


Percent Change 


Area 


1940- 1945- 1940- 
(In Thousands) 1945 1947 1947 


United States... <. <1... 27,550|-16.8 9.4 | -8.9 


New England......... 758) -2.1 | 24.7 | 22.0 
Middle Atlantic....... 1,623/-12.9 5.2 | -8.4 
East North Central... . 4,077|-15 .3 4.9 |-11.2 
West North Central.... 4,258|-14.1 6.0 | -8.9 
South Atlantic......... 5,671|-16.8 | 13.2 | -5.9 
East South Central... . 4,777|-18.9 | 12.4 | -8.8 
West South Central... 4,128/-25.7 | 10.9 |-17.6 
Wountattinw<neaee ae ee 1,011] -7.8 | -0.5 | -8.3 
Wachee 1e so week 1,252] -8.1 9.7 0.8 


was reached in 1942 when more than 3,500,000 per- 
sons left farms. The total of births over deaths on 
the farm and city-to-farm migration in 1942 was ap- 
proximately 700,000. The result was a net loss to 
farms of approximately 2,800,000 persons. 

The farm population reached its lowest ebb for the 
war period in 1945 with a total of approximately 
25,190,000. This was the lowest figure since 1920, and 
only 18.1% of the total population of the United 
States. 

These population figures do not fully express the 
total loss of manpower to farming during the war 
years. The farm labor force also lost many persons 
who did not actually move out of the community 
but who ceased farming as an occupation. Many of 
these persons took nonfarm jobs to which they com- 
muted while continuing to live on farms. 

With the war’s end, demobilization and industrial 
reconversion produced marked effects on the agricul- 
tural population. The farm population increased 
1,660,000 in 1945—from 25,190,000 in January, 1945, 

Ubid., p. 128. 
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to 26,850,000 in January, 1946. By January, 1947, 
the total was up to 27,550,000. 

About 2,400,000 men who had been living on farms 
entered the Army between September, 1940, and Jan- 
uary, 1947. Of this total, 1,800,000 have gone back 
to the farms. 

The second most important source of gain in the 
farm population in the postwar period has been the 
great increase in births over deaths. In 1945, excess 
of births over deaths was 348,000. The birthrate in 
1946 was apparently the highest since 1929, giving 
farms a net increase of 425,000 and contributing to a 
total gain of 773,000 persons in farm population in 
the two years from January, 1945, to January, 1947. 

Reconversion of industry was also an important 
factor in increasing the farm population. Many farm- 
ers who had migrated to urban areas during the war- 
time boom returned to farms when reconversion af- 
fected their jobs. This migration back to the land 
totaled 337,000 people in 1945 and 1946. 

But the population increases in the postwar period 
did not make up for the losses suffered during the 
war. On January 1, 1940, the farm population totaled 
30,269,000. On January 1, 1947, it stood at 27,550,000. 
Thus, despite an increase of 2,360,000 in farm popula- 
tion from 1945 to 1947, there were 9.0% fewer people 
on farms in the latter year. 

These figures do not indicate the net change 
brought about in the postwar period. It is necessary 
to gauge the extent to which a peacetime “normal” 
situation has been regained. Since the postwar level 
of farm population would probably tend to be lower 
than the prewar level, certain age and sex ratios may 
be more useful than total figures. 

Among males 14 years of age or older employed on 
farms, the proportion of the 20-44-year age group 
was markedly affected by the war. In April, 1940, 
49.77% of the farm laborers were in this age classifica- 
tion. By 1945, the percentage in the 20-44 age classi- 
fication had dropped to 38.6%. Demobilization sharp- 
ly reversed this trend, but by April, 1947, the propor- 


tion of persons 20-44 years of age in the farm labor 
force had reached 42.6%. This was still not quite up 
to the prewar level. 

Another indication of normalcy which may be stud- 
ied is the ratio of males to females in the population 
in the 20-44 year bracket. In 1940, there were 111 
males to every 100 females of this age on farms. Dur- 
ing the period of expansion of the armed forces this 
ratio dropped to 84 males to 100 females in 1944 and 
further to 83 males to every 100 females in 1945. By 
April, 1946, demobilization and reconversion had 
raised this ratio to 100 males to every 100 females, 
still well below the 1940 ratio. 

During the war period the rapid decline of the 
population living on farms was accompanied by fuller 
employment of the persons remaining on farms, by 
more efficient utilization of available farm labor and 
by increased mechanization of farming operations. In 
this way, a record-breaking level of agricultural pro- 
duction was maintained. 

Improved practices plus elimination of marginal 
farms and consolidation of uneconomic farm units are 
expected to continue in the near future. It is doubt- 
ful, therefore, whether the farm population will rise 
again to its 1940 level unless there should be a marked 
curtailment in urban employment opportunities. 

The status of wages and income in agriculture has 
had a twofold effect in hastening the movement from 
farming to other occupations. By September, 1947, 
farm wages had risen more than 240% above their 
1935-1939 average. Farmers as a result adopted 
greater mechanization to lower production costs. 
However, the farm wage is still well below that of the 
nonfarm worker. In September, 1947, the average 
monthly farm wage stood at $112 without board. 
In the same month, the average weekly wage of pro- 
duction workers in manufacturing stood at $50.42— 
almost twice the wage of the farm worker on a 
monthly basis. 

JosePH S. ZEISEL 
Division of Business Economics 


What Inventory Profits Are 


What are inventory profits? 

Why does the Department of Commerce eliminate 
them in calculating national income? 

How is this elimination accomplished? 

Is it practicable for an individual business enter- 
prise to employ the same procedures for the same 
purpose? 

Are there substantial advantages in doing so? 

These questions have been coming repeatedly to the 
National Industrial Conference Board from its Asso- 


ciates for months past. The Department of Commerce 
has scheduled for publication next year a detailed de- 
scription of its techniques. Although precise explanation 
of certain procedures must await its appearance, fairly 
explicit answers to the questions listed above are now 
possible. 


I. 


What Are Inventory Profits ?: The answer to this ques- 
tion is supplied by a simple analysis of the accounting 
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procedures which areused to determine gross profit. The 
analysis will be expedited by using the following symbols: 

Let net sales be represented by the letter S; inventory 
(book value) at the end of the previous year, by I,; 
materials purchased during the year, by M; and in- 
ventory (book value) at the close of the year, by I,. 

Now the usual procedure, or at least the practice 
assumed by the Department of Commerce in its inven- 
tory valuation adjustment computation, is: 

S-(I,+-M-I,) =gross profit, or 
(S+I,)-(M+L) =gross profit, or, again, 
(S-M) + (.-I,) =gross profit 

Closing inventory is added at book value to sales. 
Opening inventory, again at book value, is added to 
materials purchased in determining gross profit. Stated 
in another way, sales, less materials purchased, plus the 
difference between closing and opening inventory, equals 
gross profit. 

The unit values of the first two of these items, sales 
and materials purchased, are fixed by the terms of sale 
and purchase. The other two may or may not be carried 
at actual cost. Even when they are carried at actual 
cost, the unit valuation may not be the same, indeed 
is usually not the same, in both inventory figures or the 
same as the average cost of materials purchased during 
the year. 

When the physical quantity of inventory at the close 
of the year is not equal to that at the closing of the pre- 
vious year (so that they cancel out in terms of actual 
goods), and the unit value of closing inventory is differ- 
ent from either that of opening inventory or from the 
average cost of materials during the year, any additions 
to, or subtractions from, gross profit arising from these 
unit value differences are the inventory profit or the 
inventory loss which the department undertakes to 
eliminate from its national income figure. 


Il. 


Why does the Department of Commerce eliminate 
inventory profits and inventory losses when estimating 
national income? National income is conceived as in- 
cluding only those earnings which arise from current 
production. In employing the factor cost method of 
deriving an aggregate national income figure, the De- 
partment of Commerce includes the profits of business 
enterprises as reported by them. 

The prices at which business firms charge goods out 
of inventory to cost of sales may exercise an important 
effect upon the results yielded by ordinary accounting 
estimates of business profit or loss. The same is true of 
the method used to price inventories at the close of the 
accounting period. When prices are rising, the usual 
method of inventory valuation tends to produce an 
inventory profit. Declining prices are likely to have a 
contrary effect. These inventory profits or losses do not 
result from current production or do not represent a 
gain or loss in terms of actual goods and services. 

Accordingly, the Department of Commerce under- 


takes to make an adjustment designed to eliminate 
them from profits as reported by business. Its object 
is to leave production charged with the inventory 
inherited from the previous year, but at the cost of re- 
placing it and not at the book value by which it was 
brought forward into the year. Both the closing and 
the ending inventories then enter into profits compu- 
tations at a unit value equal to the average cost of 
materials purchased during the year. 


Hil. 


How are these adjustments computed or estimated ? 
The technique employed for this purpose will be more 
easily understood if these facts are kept in mind: 


1. There are no figures of inventories in terms of physical 
units. 

2. Actual unit values employed by business in preparing 
their balance sheets are not available. 

8. Actual prices in sufficient detail for use in adjusting 
inventory values are not readily available. 


The Department of Commerce must, therefore, pro- 
ceed by indirection to reach the objectives set forth in 
section II above. What it has at hand for this purpose 
are: 


1. Total dollar value of inventories (estimated) as carried 
on the books of business in dollar amounts at the beginning 
and the end of the year. 

2. A long list of price index series (covering more than 
800 commodities in ten major groups and forty-nine sub- 
groups compiled by the Bureau of Labor Statistics. These 
are monthly series based on 1939 as 100). 


It is, therefore, possible to select or to compile special 
indexes to represent price levels prevailing during any 
portion of the year required, and for the year as a whole 
in those articles believed to constitute the bulk of the 
inventories of each of the industry groups separately 
shown in the Department of Commerce inventory valu- 
ation adjustment tables. This has been done, and the 
resulting indexes are indicated below. 


The department’s computations may be most con- 
veniently and clearly explained by use of the following 
symbols: 


Let 

(1) Q,V, be the book value of inventories as reported 
by business at the end of the previous year, 
Q, being the physical quantity and V, the 
unit value employed in determining the 
dollar value of inventories. 

(2) Q.V, be the corresponding figure for the end of 
the year to be adjusted. 


(3) Pr be the appropriate index of prices at the 


Bre end of the previous year (1939 equals 100), 
P, being assumed equal to V, and P, the 
corresponding price average for the base 
year 1939. 
(4) P2 100 be the corresponding index at the end of 
Po year, P, being assumed equal to Vs. 
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(5) Pa tq be the monthly average of the index for the 
Po “entire year in question (1939 equals 100). 


Then (5) + (4) gives $*, and (5) + (8) gives 5. Then on 


the assumption that P,=V,, and P,=V,, Q, Vist =Q, dae 


Ps 
Q: Vo- Pe Q, P.; Q: P,.-Q: P,=P,(Q,-Q;) = the change 


in physical quantity of inventories during the year valued 
at average prices for the year. This figure would then 
replace changes in inventory as reported by business. 

In order to accomplish this transformation the Depart- 
ment of Commerce adds the inventory valuation adjust- 
ment to the change in inventories as reported by business. 
This adjustment obviously equals the difference between 
the inventory change as reported and the desired result. 
In terms of the above symbols, the “adjustment” is: 
P,(Q:-Q;) — (Q:V2-Q,V;). The result of the addition is: 
(Q:V2-QiVi1) + P.(Qe-Q,)-(Q.V2-Q,V;) =P,(Q:-Q,). 


An Example 


This abstract formulation may be somewhat clarified 
by a concrete but suppositious example. Let us suppose 
that the Department of Commerce finds that industry 
XYZ has profits in 1946 of $10 billion as reported in 
its ordinary income statements. Let us further sup- 
pose that it finds inventories as carried on the books of 
the companies in this industry totaled $1 billion at the 
end of 1945 and $1.5 billion at the end of 1946. 

Assume further that study of the turnover rates in 
the industry indicates that closing inventory was physi- 
cally accumulated during the last three months of the 
year and that the index numbers of prices of the goods 
in these inventories are as follows: for the last three 
months of 1945, 110; for the same period in 1946, 125; 
the average for the entire year 1946, 115. 


Let us also suppose that investigation shows that 
cost in this case was below market, and hence cost, 
rather than market, prices were employed by the enter- 
prises in the industry in evaluating their inventories. 

In simplified terms, the inventory valuation adjust- 
ment in this case would be effected as follows. First, 
$1 billion times #% would convert inventories at the 
close of 1945 into average 1946 dollars. Converted in 
this way, the inventory figure at the close of 1945 
becomes $1.05 billion. Similarly, $1.5 billion multiplied 
by i gives $1.38 billion for inventories at the end of 
1946 in average 1946 dollars. The change in inventory, 
from which inventory profits have been deducted 
then becomes $1.38 billion Jess $1.05 billion, or $.33 
billion. Now the change in inventory which has been 
included in the $10 billion profit is presumably $1.5 
billion less $1 billion, or $.5 billion. To obtain 
a profit figure free of inventory profit, it is then neces- 
sary to deduct from $10 billion the difference between 
$.5 billion and $.33 billion, or $.17 billion. Or as the 
Department of Commerce figures are expressed, we add 
minus $.17 billion. 

Several questions remain as to how price indexes 
suitable for such purposes are compiled or computed. 


First of all, it is evident enough that many problems 
are encountered in selecting indexes from available 
series which will reasonably represent the content of the 
inventories in hand. 

For example, the inventories of the food industry 
probably consists of thousands of different articles and 
perhaps several grades of many of the individual items. 
Some of the other industries doubtless give even greater 
difficulty since the contents of their inventories do not 
match, or very poorly match, any of the subgroups in 
the Department of Labor price indexes. In these cir- 
cumstances, approximations are the best that can be 
expected. 

It can be supposed that some rather broad assump- 
tions are necessary in determining the price series to be 
used in the various industries—iron and steel prices for 
the iron and steel industry, food prices for the food 
industry, etc., ete. The margin of error involved in 
these assumptions would be difficult to determine, and 
is a subject of very considerable difference of opinion. 
The Department of Commerce takes the view that such 
errors are smaller than would be involved if no adjust- 
ment of the sort were undertaken. 

There is also the problem of determining the period 
of accumulation of the inventory to be adjusted in 
order to match cost with prices in point of time. For 
this purpose the department employs turnover rates 
as obtained from “Statistics of Income”—that is, the 
ratio of cost of goods sold to year-end inventory. If 
this ratio is, say, four for any industry, it is indicated 
that the inventory turns over four times in the course 
of the year, and that the ending inventory was accu- 
mulated during the last quarter of the year. 

Here, again, broad approximation is all that can be 
expected. Use of the over-all turnover rate implies that 
all parts of the inventory turn over at approximately 
the same rate. The fact is that in most lines of business 
some parts of the inventory turn over at much faster 
rates than other parts. Then, again, there is the problem 
of enterprises which have a fiscal year other than the 
calendar year, which is employed in national income 
computations. The margin of error here, too, is a mat- 
ter of difference of opinion. 


IV. 


Is it practicable for an individual business enterprise to 
employ these same procedures for this same purpose? 
An individual enterprise, wishing to make the adjust- 
ment in question, should ordinarily find its task less 
onerous than that of the Department of Commerce. 
It knows, presumably, the exact composition of its in- 
ventories, and the period of accumulation of the mate- 
rials in closing inventory. It should, accordingly, have 
less difficulty in computing price indexes for its pur- 
poses than the Department of Commerce has in pre- 
paring such indexes for application to industry groups. 
No question would arise regarding the fiscal year. The 
adjustment, moreover, could be suited to any peculiarity 


oe 
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of the firm’s own method of keeping its inventory 
accounts. Where the inventory is complex, however, 
the application of this technique may entail consider- 
able paper work. 


V. 


Are there substantial advantages to be gained by an 
individual business enterprise from applying these pro- 
cedures to its own accounts? The reply here is that there 
are advantages and disadvantages. The question does 
not arise in the case of those enterprises which use 
lifo or some other technique designed to approximate 
results obtained by lifo. For use in a supplementary 


statement;to stockholders, such procedure would appear 
to be definitely useful to those companies employing 
first-in-first-out accounting, in that it would help give a 
more nearly accurate picture of the year’s operations. 
At times—such as, for example, in 1946 when prices were 
rising and large inventory profits were accumulated— 
the procedure might be a quick, rough and ready method 
of dispelling many popular misconceptions about the 
rate of real profits accruing to the business. : 


Frank GASTON 
Freprerick W. JoNrEs 
Division of Business Economics 


Consumers’ Prices Reach New Peak 


HE consumers’ price index for the United States 

compiled by THe Conrerence Boarp reached 
130.2 (1923=100) in September. Mounting prices 
have been the rule for an eighteen-month period, 
while increasingly greater month-to-month percentage 
increases have prevailed since June of this year. 

Retail prices as of mid-September stood 5.8% 
higher than in June, 1920, the peak level reached 
after the First World War. They were 1.6% higher 
than in August, 1947, the previous record high, estab- 
lished one month earlier. 

The 1923 dollar was worth only 76.8 cents in Sep- 
tember. This was a drop of 1.5% over the month 
and of 11.9% over the year. 

Each major component of the all-items index in- 
creased over the month, with the exception of rent, 
which was not surveyed in September. 

The cost of clothing rose 0.7% since August, and 
1.0% since June, the last date for which a decline was 
recorded. 


Sundry items rose 0.3%, reflecting higher prices of 
household and drug items and also rising gasoline 
prices. 

Higher solid-fuel and fuel-oil prices accounted for 
the slight rise in the fuel and light category. 

The rise in food costs, 3.3%, was caused primarily 
by still-climbing prices of meats, butter, and eggs. 
Food prices have risen 44.6% since V-J day, more 
than one half of the increase (25.37%) during the past 
year alone. 

The over-all index rose over the month in every 
city surveyed by THE CoNnFrERENCE Boarp in Septem- 
ber, the median rise amounting to 1.5%. The largest 
gains reported were 3.7% in Newark, 3.3% in Macon, 
and 2.9% in Minneapolis. Since September, 1946, 
consumers’ prices in every reporting city have risen 
10.5% or more, reflecting higher food indexes in each 
case. 

Fiorence S. Gricer 
Statistical Division 


CONSUMERS’ PRICE INDEX FOR THE UNITED STATES, AND PURCASHING VALUE OF THE DOLLAR 


Weighted Clothing Fuel and Light Purchasing 


Date Average of Housing! Sundries Value of 
Spgs Total Women’s Total? Electricity Gas sie 

Index Numbers, 1923=100 
1946 September........| 114.7 131.44 91.0 99.7 111.4 88.0 99.9 66.9 94.5 120.2 87.2 
December........ 123.2 149.3 91.0 105.8 121.0 90.5 100.3 66.9 94.5 125.9 81.2 
Annual average*.| 113.2 ys ey § 91.0 99.2 110.9 87.5 98.7 66.9 94.5 119.9 88.6 
1947 March........... 124.8 152.3 91.0 108.2 124.4 92.0 101.4 66.8 94.4 126.9 80.1 
‘in oes 125 4 153.3 91.0 107.2 124.4 90.0 101.1 66.6 95.2 128.0 79.7 
(ALS eS) 126.6 155.8 91.0 107.2 124.2 90.1 102.4 65.4 95.0 129.1 79.0 
RHINE Gactsiy dn. siy = « 128.2r 159.45 91.0 107.6 124.4r 90.7 106.0 66.6 95.0 129.5r 78.0r 
September. 130.2 164.7 91.0 108.3 124.4 92.2 106.4 66.6 95.0 129.9 76.8 


Percentage Changes 


Aug. 1947 to Sept. 1947. 0 +0.7 0 +1.7 | +0.4 | 0 | 0 | 
Sept. 1946 to Sept. 1947. 0 +8.6 | +11.7 +4.8 | +6.5 0.4 +0.5 


1Data on housing collected twice annually, June 15 and December 15. It is assumed no change has occurred since June 15. 
2Includes fuel as well as electricity and gas. bBased on food prices for August 13, 1947. 

Average of four quarterly indexes. rRevi 

@Based on food prices for September 16, 1946. 


+0.3 
+8.1 


=1.5 
-11.9 


370 


THE CONFERENCE BOARD 


December, 1947 


Earnings and Hours in Manufacturing 


ee GENERAL pattern of increases between 
August and September in the payroll figures for 
production workers in twenty-five manufacturing in- 
dustries was broken only by the small decrease in 
real hourly earnings. Actual hourly earnings rose 
1.2% over the month, but the measure of these actual 
earnings adjusted for changes in the consumers’ price 
index in terms of 1923 dollars, or real hourly earnings, 
declined 0.4%. Since September, 1946, actual earn- 
ings have risen 12.5%; real earnings decreased 0.9%. 

Both hourly and weekly earnings reached new peak 
levels in September, the weekly average of $55.83 
being 2.8% greater than in August. It was 9.5% 
larger than the highest weekly earnings during the 
war, which were reported in March, 1945. This in- 
crease in earnings occurred despite a drop in the 
length of the work week from 46.1 hours in March, 
1945, to 40.4 hours in September, 1947. But real 
weekly earnings, while they were somewhat higher in 
September than in August, have been cut 11.4% since 
March, 1945. 


WORKING HOURS INCREASE 


The increase in working hours from August to Sep- 
tember was the first since January of this year. But 
it may not represent a real reversal of the downward 
trend since it is probable that the substantially 
shorter hours during July and August were the result 
of summer working conditions, such as the shutdowns 
in many plants during heat waves. 

Employment was increased 0.9% over the month, 


and was 3.7% higher this September than in the same 
month of 1946. Since October and November, 1943, 
when employment reached its all-time high, it has 
declined 17.4%, but the number of production work- 
ers employed this September was 48.9% greater than 
in August, 1939, the last month before the outbreak 
of the war. Payrolls, however, have dropped only 
3.1% from their peak of November, 1943. In Septem- 
ber they were 3.8% greater than in the previous 
month, 17.9% larger than last September, and more 
than three times greater than in August, 1939. 


Exizasetu P, AuLIson 
Statistical Division 


Wage-rate Increases and Workers Affected 
Source: Tae Conrrrence Boarp 


25 Manufacturing Industries 


Date 


1.8% 8.0% 
1.9 8.0 
2.7 7.3 
1.8 7.9 
4.1 8.6 
3.4 10.6 
1.5 7.0 
6.8 7.2 
18.5 9.1 
8.6 8.7 
4.8 1.4 
3.9 6.9 
2.9 5.9 


EARNINGS, HOURS, EMPLOYMENT, PAYROLLS, PRODUCTION WORKERS, 
TWENTY-FIVE MANUFACTURING INDUSTRIES 


Nore: Hourly earnings are not wage rates, because they include overtime and other monetary compensation 


Index Numbers, 1923 =100 


Avera; 
Average | Aver: A Actual 
Date Hour! Weekly Hourly Earnings Weekly Earnings | fours per Total 
Earnings | Earnings Employ- | Man | Payrolls 
ment Hours 
Actual Real 

1946 September.......... $1.229 | $49.14 40.0 227.2 198.1 122.7 99.8 | 226.6 

October?.4. <i cere 1,231 49.79 40.4 227.5 189.6 123.2} 101.1 230.5 

November.......... 1.243 | 50.14 40.4 229.8 189.3 125.8 103.3 | 237.0 

December.......+:.. 1.247 | 50.23 40.4 230.5 187.1 126.1 103.5 | 288.1 

1947? Jandary.a) erases 1.268 | 51.62 40.8 : 234.4 | 190.6 ‘ ° 127.1 105.4 | 246.6 

Febrogry, =. aericn.). 1.279 52.10 40.8 R 236.4 | 192.7 ; F 128.8 106.8 | 252.2 

A ET gl legs # sein old cy 1.285 | 652.10 40.6 : 237.5 190.2 ‘ 56. : 128.8 | 106.3 | 252.2 

Apnea: fants 1.304 | 52.79 40.5 ; 241.0 193.1 : : : 128.6 105.8 | 255.1 

MER Vina crescts sorsicus 1.829 | 53.65 40.4 ; 245.7} 197.2 ; 5 ‘ 127.9 105.0 | 257.8 

ts ees eae ame 1.847 | 54.25 40.3 , 249.0 198.6 ; : : 127.4 | 104.3] 259.8 

Re i ea 1.354} 53.61 39.7 ; 250.3 197.7 a B ¢ 125.5 | 101.3] 252.9 
AURORE: 2) olen one ss 1.367r| 54.297} 39.7 3 252.7r| 197.1r/ 204.0r} 159.17] 80.7] 126.2] 101 8| 257.47 

September.......... 1.383 | 55.83 40.4 255.6 | 196.3! 209.8! 161.1 82.1 127.3 104.5! 267.1 

rRevised . ; ' 


: Selected Business Ind icators 


| (Annual statistics appear in “The Economic Almanac 1948,” pages 72, 73) 


1947 1946 | Percentage Change 
Item Unit : Renton, Octobe 10 Months, 
eg Tene) | © Ago aoe Cuehiies October, aid 10 Merchs, 
1947 1947 1947 
industrial Production 
BORANIGENEUES)) (S)oc ccs voc aecetlrn ste s 1935-39=100 || p 189 | r 186 182 176 182 +1.6 +3.8 +10.1 
Manufacturing (FRB) (S)........ 1935-39=100 || p 195 |r 192 188 183 188 +1.6 +3.7 410.4 
= Durable goods (FRB) (S).......|) 1985-39 =100 || p 222 |r 218 210 207 Q14 +-1.8 +8.7 +16.1 
RARRAAUR Ta wy aietess ¢ diss aucks ofe.bu> 000 net tons 7,564 |r 6,789 6,982 6,570 6,952 +11.4 +8.8 +29.1 
ISI ay ee soa 000 net tons 5,228 4,801 4,917 4,585 4,815 +8.9 +8.6 432.2 
Copper (refined).............. net tons 108,169 92,088 88,052 94,605 77,947 +17.5 +38.8f| +109.1f 
Lead (refined)................ net tons 50,248 | 46,827 | 46,409 | 46,012 | 43,062 47.3} 416.7 | 444.8 
facto (ALLS ae are eee net tons 71,745 |r 67,867 66,852 69,128 64,138 +5.7 +11.9 +13.7 
Glass containers.............. 000 gross n.d. 9,390 9,476 8,877 9,815a -0.9b 4. be 4-3. 6d 
Jn se million bd. ft. n.d. 2,847 2,996 2,728 2,742) -5.0b 4+3.8¢ 48.9d 
Machine tools!............... 000 dollars |p 27,545 |r 22.985 18,520 18,924 29,140 | +23.6 -5.5 -9 9 
Machinery (FRB)............ 1935-39=100 |p 278|r 276 267 266 268 +0.7 48.7 | 9 417.7 
Transportation equip. (FRB). .|| 1935-39=100 || p 234 Ir 228 212 Q17 237 +2.6 -1.3 =140 
Automobiles, factory sales**.. .|| units n.d. 307,942 | 261,158 | 279,631 | 282,280a) +17.9b]| +482.6c]| +93.3d 
Nondurable goods (FRB) (S)....|| 1935-39=100 || p 173 171 169 163 168 +1.2 +3.0 +4.8 
(OD Oe eee bales 826,216 727,448 710,601 677,489 | r 933,615 +12.6 11.5 -1.6 
AMIS O56 iB ae eee ee million pound n.d. 56.8 }r 54.2 ]r 46.9 63.2 +4.85 -10.1e -5.5d 
EAU VATE. c00< ic ss co ersisuess oe million pound: 638.4 ]r 61.5 62.6 62.4 59.6 48.1 46.4 +9.1 
Food prod., mfd. (FRB) (S).. .|| 1935-89=100 || p 155 | r 158 156 | r 155 146 -1.9 +6.2 +5.3 
Chemicals (FRB) (S)......... 1935-39=100 |] p 247 | r 248 251 251 238 -0.4 +3.8 +6.9 
Newsprint, North American. ..|| short tons 502,874 470,167 480,321 479,973 476,265 +7.0 +5.6 +7.6 
EP RODMEIN Be. sn et Susasioies 4,0» % of capacity 109.5 102.0 |r 104.2 93.5 106.4 +7.4 +2.9 +2.8 
LSD es ae ar % of capacity 101 96 99 90 100 +5.2 +1.0 aes 
Boots and shoes*.............. thous. of pairs n.a. |p 40,921 |r 38,982 33,870 41,651a) +5.0b -1.8¢ -14.5d 
Cigarettes (small)*............ millions 38,237 29,204 29,060 29,549 32,778 +18.8 +1.4 4.7 
IVER CED) (S).ic.celinreie siecle. 1935-39=100 || p 154 153 150 |r 140 145 +0.7 +6.2 +8.9 
Bituminous coal.............. 000 net tons 56,890 52,350 | r 50,870 39,866 57,485 +8.7 -1.0 +13.3 
BRECEEACIUON vc cieisiv;0.0/s sins ise ss 000 net tons 5,496 5,141 4,994 4,084 5,393 +6.9 41.9 aes 
Crude petroleum’............. 000 barrels n.d. 5,251 5,173 5,187 4,790a +1.5b' +9.6¢ +5.6d 
MNGCUMIGIPOWED. oi5.<i0s5 5 ose scans million kwh 4,963 4,938 4,907 4,603 4,547 +0.5 +9.1 +14.8 
Constriction®. ks cece ean 000 dollars 793,286 649,996 823,216 660,254 573,206 +22.0 +38 .4 -1.7 
Heavy engineering—Public’........ 000 dollars 44,871 48,255 47,681 54,183 39,208 ~7.0 +14.5 SW ay 
Heavy engineering—Private’....... 000 dollars 70,147 75,446 55,693 50,664 58,488 ~7.0 +19.9 -3.9 
Distribution and Trade 
Carloadings, total*............... thousand cars 950.7 906.0 910.5 849.3 921.0 +4.9 +3 .2 +8.3 
Carloadings, miscellaneous**....... .|| thousand cars 432.0 401.7 398.4 $74.5 401.8 +7.5 +7.5 9-3 
Retail trade (NICB) (S)........... 1935-39 =100 n.d. 301.1 295.5 294.4 249. 9a +1.9b] 420.5cl +499 4d 
Department store sales (S)......... 1935-39=100 || p 275 r 291 282 287 r 258 a5 5 46.6 +7.1 
Variety store sales (S)............. 1935-39 =100 n.d. 208.7 194,2 192.7 192. 2a) +7.5b! +8.6¢ +4.6d 
Rural retail trade (S).............. 1929-31 =100 n.d. 355.6 374.8 333.0 321.9a -5.16| +10.5¢e| +413.7d 
Grocery chain store sales (S)*....... 1935-89 = 100 n.d. 326.0 $22.4 $20.5 244.4 +1.1b) +838.4¢ +38 .6d 
Magazine advertising linage........ thous. of lines 4,763 4,738 4,132 3,377 5,420 +0.5 -12.1 =6.3 
Commodity Prices 2 
All commodities (BLS)*,...........|| 1926=100 p 158.5 |p 157.4 153.6 150.6 134.1 40.7) +18:2) ager 
IRA WHENAROKIAIS oo. 6 oer c nas veces 1926 =100 p 175.0} 170.8 167.0 165.3 148.7 +2.5 +177 4+24.5 
Semi-manufactured articles....... 1926 =100 p 154.0} 151.9 149.5 147.0 118.2 +1.4 +30.3 +381 
Manufactured products’..........|| 1926=100 p 151.1] 151.6 147.6 144.0 129.6 0.3 | +16.6 +28.6 
BCMA POUUCIS, s. 06. ccc ees cele. 1926 =100 p 189.7]p 186.4 181.7 181.4 165.3 +1.8 +14.8 493.7 
PRL OGIEMMMDE Ty owes sdeceu ev as 1926 =100 p 177.8|p 179.8 172.3 167.1 157.9 -0.8 412.6 434.5 
Sensitive industrial (NICB)5........ 1929=100 168.5 161.8 160.4 155.4 119.5 hl +41.0 +46 .2 
Sensitive farm (NICB)*............|} 1929=100 226.3 293.7 215.6 208.6 182.5 +1.2 494.0 431.9 
Hetatipmiees. o. iiisc.u ots c ee eee 1935-89 = 100 na. |e 185.4 181.4 179.7 164.3 +2.2b) +12.8c} +18.8d 
Securities 
Total stock prices (Standard & Poor’s)|| 1935-89 = 100 125.1 123.1 124.5 126.0 122.8 +1.6 +2.3 -14.2 
TP SANIREM RATER WE, Ss ois w clei 4 «eat «we 1935-39 = 100 181.4 128.4 130.2 181.7 125.9 +2.1 +4,1 ~-13.0 
Wor agg bi 2 a eee 1935-39 =100 104.2 103.6 105.2 108.2 110.2 +0.6 —5.4 -28.6 
CLS ELCC So ee a 1935-39 = 100 101.0 102.0 101.4 102.2 107.2 -1.0 -5.8 -15.0 
Total no. shares traded N.Y.Stock Ex.|| thousands 36,481 20,199 21,534 32,055 38,308 +80.6 -4.8 -35.4 
Corporate bond yields (Moody’s). . .!| per cent 2.95 2.85 2.80 2.80 2.82 +3.5 +4.6 43.4 
Financial Indicators 
Bank debits, outside New York City} million dollars 56,594 49,962 46,717 49,178 47,671 +13.3 +18.7 +18.9 
New capital corporate issues........ 000 dollars 598,149 256,357 148,132 483,242 266,635 +133.3 +124.3 +45.4 
Refunding issues.................. 000 dollars 75,923 122,188 147,305 123,226 65,208 -87.9 +16.4 ~53.0 
Comm., industrial and agric. loans®**) million dollars 13,432 12,758 12,259 11,860 10,536 +5.3 427.5 n.a 
Total personal income (S)**. ...... billion dollars n. a. 210.3 {/r 194.9 196.1 178.5 +7.96} +17.8c} +12.1d 
Money in circulation, end of month.! million dollars] p_ 28,549 | r 28,567 28,434 28,149 28,600 —0.1 0.2 +0.5 


djuste: season variation 1Shipments *Consumption; cigarette consumption measured by tax-paid withdrawals ‘Excludes reconstructed government shoes included 
n Caos ise 4Average daily 5Average weekly oP. W. Dodge 7Engineering News-Record—average weekly §Grocery and combination hon store sales *Through 
september, 1946, the Bureau of Labor Statistics carried motor vehicles’ prices at April, 1942, levels. In October, 1946, current prices were reintroduced. On April, 1942, levels, the July 
es for All Commodities and Manufactured Products would have been 148.6 and 140.8; August, 151.3 and 144.0; September, 155.0 and 147.7; October, 156.0, and 147.1, 140 centers 
September, 1946  bPercentage change, August, 1947, to September, 1947 — cPercentage change, September, 1946, to September, 1947 _ dPercentage change, 9 months, 1946, to 9 months, 
(947 Estimated fCopper, duty free through March, 1947, all sources beginning April gLess than .05% n.a,Not available Preliminary Revised; variety and grocery chain 
tore sales revised owing to revisions in the seasonal adjustment factors _*Value as traffic indicator subject to variations in length of haul and amount loaded. _ **New series. Auto- 
nobile production data discontinued. Earlier data on factory sales available on request. Commercial, industrial and agricultural loans reported by member banks in leading cities revised 
‘o increase and improve coverage. Revised data unavailable prior to July, 1946. Total personal income, seasoally adjusted at annual rates, replaces national income payments. Total 
yersonal income is current income received by persons from all sources, exclusive of transfers. Earlier data available on request. 
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Business Forecasts 


A decline in the last half of 1948 was foreseen by the 
participants in a recent survey conducted by Montgomery 
Ward & Company. Industrial companies, banks, financial 
institutions and university economists were polled on the 
probable trend of nine basic indicators. 

Farm income in the last six months of 1948 is expected 
to drop 11% below a year earlier while national income is 
expected to decline 6% in the same period. Industrial pro- 
duction for the second half of 1948 was estimated at 169 
(1935-39=100) or 7% below the estimate for the last half 
of 1947. 


BUSINESS IN 1948 


e “While a decline in national income is quite possible, 
beginning sometime in 1948, the year as a whole is not 
likely to compare too unfavorably with 1947.” S. Morris 
Livingston, chief of the National Economics Division of 
the Department of Commerce said in mid-November. He 
continued: “For the year 1947, the national income will be 
over $200 billion. At the beginning of 1948, it is likely to 
be even higher. A substantial decline beginning early in 
1948 would still leave the year as a whole only moderately 
below 1947.” 


e “We are nearing the close of the phase of rising prices,” 
said Howard R. Bowen, of the University of Illinois, on 
November 19. “I expect the upward movement in most 
prices to end within the next few months. We may well be 
today on the verge of a sharp decline both in prices and 
in business activity. A drop in three vulnerable items (pro- 
ducers durable equipment, inventories and exports) might 
easily precipitate a general recession in business.” 


e “As I see it,” said Raymond Rodgers, of New York Uni- 
versity, “we are at a very critical point. In 1948 we face 
either a business readjustment or another turn of the cork- 
screw of inflation.” Professor Rodgers foresees no depres- 
sion in the coming year for the following reasons: “ (1) 
there is too much purchasing power loose in the world 
today; (2) there is still a dearth of some products as well 
as a shortage of housing relative to need; (3) the demand 
for steel, iron, coal, oil and several other basic materials is 
so great that even a substantial decline would leave them at 
prosperity levels by past standards; (4) while export de- 
mand will drop from the recent abnormal levels, the fact 
that both Republican and Democratic leaders agree on 
the need for aid to Europe assures a substantial export 
volume.” 


e Secretary of the Treasury John W. Snyder anticipates 
prosperity “for at least five years,” but unless the rise in 
the cost of living is halted, it will “lead to grave circum- 
stances.” 


e The United States Department of Labor believes that 
strong demand will probably keep “employment and pro- 
duction at record levels even if exports fall off in 1948.” 
But Robert J. Myers, assistant commissioner of the Bureau 
of Labor Statistics warned, “we may yet run into a wage- 
price spiral that will lead to economic collapse.” 
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e Professor James M. Tinley of the Giannini Foundation 
of the University of California College of Agriculture pre- 
dicted a depression in one to five years. “The honeymoon 
in agriculture is definitely over. We can count on one or 
two more years of high prices,” he said late in November, 
but as soon as a certain measure of reconstruction has been 
brought about in Europe, the export market will decline 
which will force the net farm income down as the costs of 
production including wages and taxes will not decline in 
proportion.” There would then be economic pressures toward 
a declining wholesale price level, he added, which should 
last ten to fifteen years and end in a second depression 
sharper than the first. 


CONSTRUCTION 


e Expenditures for new construction in 1948, including 
major additions and alterations, are expected to reach $15.2 
billion or 20% more than in 1947. This is the joint conclu- 
sion of the Bureau of Labor Statistics and the Office of 
Domestic Commerce. The forecast was made with the be- 
lief that no serious recession will develop next year. 

In terms of physical volume of construction actually put 
in place, “1948 performance will probably be only 10% 
above 1947, in view of expected further rise in costs.” Con- 
tinuing improvements in efficiency next year may bring 
about a higher level of physical output than indicated. 

Private builders should start 950,000 new permanent 
dwellings in 1948 or 100,000 more than in 1947. The num- 
ber of homes to be completed may reach 985,000, or 
150,000 above the estimated figure for 1947. 


e F. W. Dodge predicts an over-all dollar increase of 7% in 
contract volume. Residential contracts in dollar volume 
are expected to increase 4%, while nonresidential contracts. 


may increase 9%. The forecasts were made in expectation ~ 


of a “mild or only moderately serious” recession in 1948. 


e Producers’ Council, Incorporated, believes there is a good. 
prospect that construction costs will drop from 5% to 10% 
by the end of next year. Building materials prices will re- 
main firm and wage rates will rise. Better materials de- 
liveries, greater labor and management efficiency, smaller- 
profit margins and increasing competition will lower costs. 
The council estimates a 18% increase in the physical vol- 
ume of new building in 1948. 


MISCELLANEOUS 


e C. H. White, President of Republic Steel Corporation. 
said late in November: “We do not see how total steel pro- 
duction can increase next year by much more than a mil- 
lion tons even though capacity in 1947 and 1948 will have 
been increased by 2.5 million tons of ingots and three mil- 
lion tons of sheet and strip. Total steel production will be 
several millions of tons short of effective demand in 1948,” 


e “Paper and paperboard is apt to be more costly in the 
future than it has been in the past,” warned E. A. Throck- 
morton, President of Container Laboratories, Inc. “I don’t 
mean to say that prices of paper products are going to rise- 
. . » but prices of paper and paperboard products compared 
to other commodities will be higher in the future than they- 
have been in the past.” 


Rose Namwicu 
Division of Business Economics 
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Survey of Business Practices: 


Excerpts from Replies to Survey of 
Business Practices 


(See article on page 341) 


PRIMARY PRODUCTS 
Nonferrous Metals: Some Plant Expansion 
SALES FORECAST 


“Based on business on our books, we think the first six 
months of 1948 will be as good as the past six months of 
1947.” . . . “The first six months of 1948 will show a 
decrease of 11% from the first half of 1947, but an approxi- 
mate 12% increase over the second half. There has been a 
5% increase in prices over the period.” . . . “Our dollar 
volume of sales for the first half of 1948 may equal that 
for the first half of 1947, assuming that there will be no 
price changes in the periods covered.” . . . “We expect 
sales for the first half of 1948 to exceed those for the same 
period in 1947 by 10%, or about 5% above those for the 
last half of 1947.” 


MATERIAL AND LABOR SUPPLIES 


“The outlook for material is pretty black.” . . . “Out- 
look for materials and labor supply is satisfactory.” . . . 
“Raw materials are easy to secure except for steel strip 
which is allocated; delivery on this is running about six 
months. Labor is very short and no change is expected for 
first six months of 1948.” 


PLANT EXPANSION 


“We have undertaken a small plant expansion program 
and are having a difficult time getting the necessary ma- 
terials.” . . . “Plans are already under way for improv- 
ing facilities over next two-year period, which should in- 
crease capacity to some extent.” . . . “Present capacities 
appear adequate.” “We expect to expand plant 
capacity somewhat by adding new machinery. If labor 
supplies were more adequate, we would have added a great 
deal more machinery during this last year.” 


BACKLOGS AND DEMAND 


“On the average, it would take about two months to 
complete shipment of orders now on our books. We esti- 
mate that demand for first six months of 1948 should 
exceed present levels by about 242%. At the moment, 
shipments are exceeding new orders.” . . . “It would take 
at least six months to complete shipment on the orders 
now on our books. We believe demand will continue to be 
greater than ability to supply for at least another six 
months. For several months, new orders were not exceeding 
shipments but that trend reversed itself last month.” 


Petroleum and Products: Sales Expected To Rise 


SALES FORECAST 


All seven of the reporting companies expect sales for the 
first half of 1948 to exceed those for both the first and the 


second halves of 1947. Of the five companies reporting 
specific amounts, increases over the first half of 1947 range 
from 10% to 80% and average 20%. Over the second half 
of 1947, they range from 4% to 15% and average 8%. Two 
other companies are less definite in their forecasts of sales, 
one stating: 

“Our volume of sales for the first half of 1948 will exceed 
that for the first half of 1947 by a modest percentage. The 
dollar volume of sales will be somewhat greater than the 
increase in actual volume of sales because of increased prices 
which, I believe, will be in effect.” . . . “The dollar volume 
of sales will, of course, depend upon prices but there ap- 
pears to be no weakening of prices in sight and, therefore, 
it seems likely that the total dollar sales next year will 
exceed those for 1947 by approximately 6%.” 


MATERIAL AND LABOR SUPPLIES 


“The industry continues to be held back by shortages in 
certain materials. Delivery of tubular goods for crude pro- 
duction and pipe lines is very slow. Refinery construction 
requires at least twice the prewar time. Labor generally 
is adequate.” 


“Materials are expected to be in better supply during 
1948 than for past several years. We expect requirements 
to exceed production in very few items, such as steel and 
certain chemicals. The number of items with long-delayed 
deliveries should be considerably reduced. No serious prob- 
lem of labor shortage exists except for some office occupa- 
tions and technically trained personnel.” 


“We expect to experience shortages of certain strategic 
materials, but think labor supplies will be adequate.” . . . 
“We anticipate no shortage of labor in the near future. 
Outlook for crude oil is that it will continue at about 
present level, which is maximum capacity of oil wells.” 

“Continued shortages of materials are expected for first 
half of 1948. Few serious shortages of labor exist, although 
technically trained men are not always readily available.” 
. . . “We are having much trouble in obtaining steel and 
transportation equipment. The situation is not expected 
to clear up in the near future.” 


PLANT EXPANSION 


“We plan some plant expansion in 1948.” . . . “We are 
not planning any expanded plant capacity in refining, trans- 
portation or marketing, but are carrying on an aggressive 
crude oil exploration program in the hope of increasing 
crude oil supply. We are somewhat hampered by lack of 
pipe.” . . . “We plan important plant expansions during 
coming year.” . . . “Petroleum industry is planning very 
large capital outlays during the next year.” 

“No important expansion of capacity will be completed 
prior to mid-1948. Steel is the limiting factor in construc- 
tion of additional new refinery capacity and is essential for 
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drilling of thousands of new wells required to maintain 
and expand crude oil production. Plan continued high level 
of capital expenditures for expansion during 1948.” 


BACKLOGS AND DEMAND 


“We do not maintain an order backlog in the sense that 
some industries do. Consumption of petroleum products is 
expected to increase for indefinite period. The main prob- 
lem is to expand facilities rapidly enough to meet increas- 
ing demand.” 

“We are on day-to-day order basis. Expect demand to 
be limited only by ability to find and develop crude oil 
supplies because of world-wide shortage of oil and trans- 
portation facilities.” . “Increased demand of 5% or 
more is anticipated over 1947 in 1948. No cessation of 
growth in demand can be seen at this time.” 


Steel’Producers: Labor Supply Adequate 
SALES FORECAST 


Of the four steel producers forecasting sales for the first 
half of 1948, two see increases of 10% over the first half of 
1947 and one, 15%. The fourth, however, expects a decrease 
of 10%. One of the companies forecasting a 10% increase 
in the dollar volume of sales points out, however, that if 
prices are the same in the first half of 1948 as in the first 
half of 1947, volume will be off 10%. The other company 
foreseeing a 10% increase attributes this entirely to higher 
prices. A fifth company states: 

“Chaotic conditions now existing in the steel industry 
make it impracticable to even guess at sales volume for the 
first half of 1948. The apparent inability of the industry 
with present producing capacity to meet the demand of 
domestic and foreign needs coupled with the willingness of 
steel buyers to pay any price for finished steel products 
prevents any estimate based on past experience.” 

At present prices this company cannot see a sales increase 
of more than 10% or 15% because it is now operating at 
capacity. A sixth company expects no change in 1948 as 
compared with 1947. 


MATERIAL AND LABOR SUPPLIES 


“Materials will continue scarce.” . . . “Labor is expected 
to continue short and coal and ore to be in comfortable, 
not ample, supply.” . “Labor outlook is reasonably good. 
Raw material, principally steel scrap, is difficult to get. . 

. . “Raw material is almost as difficult a problem as is 
the buying of finished steel. Labor supply is ample.” 

“No labor shortage is anticipated except in certain main- 
tenance skills. Material shortages are seriously affecting 
our production and customer relations.” . “We believe 
we will be able to get sufficient material and labor during 
the next six or eight months.” 


PLANT EXPANSION 


“We do not plan any plant expansion next year.” 

“We hesitate to undertake substantial expansion because 
of high costs of construction.” . “Next year our ca- 
pacity will be about 10% more than at present.” 

“We have a large plant expansion under way totaling 
some $6 million. It is expected to be completed by the end 
of 1948.” . . “We are expanding, with milling equip- 
ment to be in operation about next June.” 


BACKLOGS AND DEMAND 


“Tt will take six months to complete present orders.” 
. . “Because of rationed output our backlog is about 
three months. To work off our huge backlog, we are de- 


liberately holding new orders at a rate slightly below ship- 
ments.” “We are accepting orders only on the basis 
of a quarter of a year in advance. We expect full capacity 
for at least a year because of great demand.” 

“At present levels, orders we have accepted and those 
offered and not accepted would continue current operation 
levels for at least the first half of 1948.” “Orders now 
booked could be completed in about three months.” . . 
“New orders expected to continue at existing levels for the 
next six months.” . “We could complete shipments on 
the specialty part of our business in three weeks. It would 
take six months to complete the strip steel part.” 


METAL MANUFACTURES 


Electrical Machinery: Shipments Now Equal Orders 
SALES FORECAST 


All fiwe of the reporting electrical machinery companies 
expect their sales volume for the first half of 1948 to exceed 
that for the first half of 1947. The estimates range from 
10% to 50% and average 27%. Compared with the second 
half of 1947, three companies expect higher sales volumes 
for the first half of 1948. Two expect no change. In two 
companies, dollar sales volumes have been increased by price 
advances of approximately 5%. In the case of two other 
companies which touch upon this point, there have been no 
price changes. 


MATERIAL AND LABOR SUPPLIES 


“We do not look for any trouble with labor supply next 

year. We are still badly handicapped by shortage of lamina- 
tion steel and see no improvement for some time.” 
“Material outlook is satisfactory. Labor is scarce.’ 
“Labor situation in our city is the most stringent ‘ any 
city of equal size in the country. The situation of plants in 
other cities is somewhat easier. Steel and iron are in short 
supply and are expected to be the limiting factor in 1948.” 


“The outlook for material and labor supplies is fair.” 
“Except for few special cases, material and labor outlook is 
reasonably good. Certain types of steel are difficult to ob- 
tain.” . . . “Outlook for material is generally improved on 
all components except cold rolled sheet steel.” 


PLANT EXPANSION 


“We are not planning any plant capacity expansion for 
next. year as we have one plant available which is not yet 
completely filled up.” . . . “While we are crowded now and 
capacity is not adequate, we are not planning to expand 
plant because we do not figure the present volume of busi- 
ness will continue indefinitely.” 

“Expansion now under way, which will not be effective 
until last half of 1948, should increase billing capacity ap- 
proximately 10%. Other contemplated expansions are being 
delayed because of high building costs and raw material 
limitations.” 

“We expect to complete expansion program under way for 
past year or so.” “We are not planning to expand 
plant capacity during next year. We have just moved into 
an addition which we believe will take care of requirements 
for some time.” 


BACKLOGS AND DEMAND 


“On new orders, shipments run anywhere from three to 
eighteen months depending on product. We expect | bs pi 
to just about equal shipments for next few mont ; 
“It would take two years to complete shipment of orders on 
books. New orders outlook is fair for next six months, but 
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they are below average semiannual bookings for last two 
years. Shipments and orders are in balance at present time.”’ 


“No backlog exists in one division accounting for approxi- 
mately half our volume as orders are booked at time of de- 
livery. Our backlog in the other division is equal to approxi- 
mately eighteen months’ capacity. Bookings should hold at 
present level or higher for next six months on most lines. 
Small apparatus orders already leveled and shipments are 
balancing new orders, probably as result of inventory shake- 
down among dealers and manufacturers.” 


“Approximately twelve months will be needed to com- 
plete shipment of orders on books. New order and demand 
outlook is good. Shipments are now exceeding new orders.” 
. . . “To fill orders now on books would take about three 
and one-half months. Orders are now somewhat below 
shipments, and they may fall as much as 20% to 30% 
below shipments during first half of next year. This will 
depend in part on foreign dollar situation.” 

“We have sufficient backlog to continue operations 
through May, 1948. We expect new orders for the next six 
months to equal shipments. New orders were below ship- 
ments from July through October, 1947. For November, 
they are higher than shipments.” 


Electrical Supplies: Raised Prices Give Higher Dollar 
Volume 


SALES FORECAST 


“On a dollar basis, we anticipate approximately the same 
volume of sales in the first six months of 1948 as we had 
in the first half of 1947. This volume is comparable to that 
for the last half of 1947 but our prices were increased in 
July so that if the price increase had not been applied, the 
actual volume in units would be down approximately 10% 
comparing the first half of 1947 with 1948.” 

“We expect our dollar volume of sales for the first half 
of 1948 to run about 12% above the same period in 1947 
and about 15% above the last half of 1947. These estimates 
are based on the same price levels.” . . . “January-June, 
1947, to January-June, 1948: plus 25%; July-December, 
1947, to January-June, 1948: plus 5%.” 


MATERIAL AND LABOR SUPPLIES 


“Labor supply is adequate. Materials which started to 
loosen up have become tight again and there are indications 
that this condition will prevail in the nonferrous metal and 
some other basic raw material industries for part of 1948.” 
7 . “I anticipate no serious problem on materials or 
labor.” . . . “The material and labor outlook is fair.” 


PLANT EXPANSION 


“We are just completing a major plant-capacity expan- 
sion which we have been working on for last two years. 
We believe capacity is now adequate.” . . . “We do not 
plan any additional expansion of plant capacity. In fact, 
we are gradually terminating leased premises and moving 
these departments back to the main plant where we recently 
completed new building. Our present capacity is more than 
adequate.” . . . “We plan some plant expansion.” 


BACKLOGS AND DEMAND 


“Our backlog is reduced to about a three months’ basis 
owing to a steady gain in production over incoming orders. 
We expect excellent demand about equaling production 
levels for next six months.” . . . “On a substantial portion 
of our business no backlog exists, since shipments are on a 
stock basis. Approximately three months would be required 
to ship backlog of other requirements calling for scheduled 


production. We expect demand to continue at about the 
level prevailing during the latter part of 1947 through the 
first six months of 1948. Our export business has been well 
maintained and prospects remain quite satisfactory in many 
of the markets.” . . . “To complete shipment of orders now 
on books would take two months. Outlook for demand is 
good. New orders and shipments are about in balance.” 


Hardware: Divided Opinion on Future Outlook 
SALES FORECAST 


Opinion as to the hardware outlook for the first half of 
1948 is almost evenly divided. Five companies foresee in- 
creases ranging from 5% to 25% and averaging 17%. De- 
clines are forecast by five companies and range from 7% to 
25% and average 14%. Two companies expect no change. 
One company predicting a 10% decline in dollar volume of 
sales points out that the actual decline in volume is 22%. 
On the other hand, one company foreseeing a 20% decline 
notes that this would be reduced to only 15% if prices in 
the first half of 1948 were the same as those in the first 
half of 1947. One of the companies expecting an 11% in- 
crease in tonnage and a 23% increase in dollar volume of 
sales states: 


“Steel is our bottleneck. We could use at least 30% more 
in the first six months than we were able to get in the first 
six months of last year. We will have to get close to 25% 
more steel than last year to live up to our optimistic pro- 
jection. We hope that the lack of strikes and interferences 
with production from gas shortages, etc., will justify our 
making the prediction.” 


MATERIAL AND LABOR SUPPLIES 


“Present outlook for labor and material supplies is rela- 
tively easy, although the activities of the Marshall plan 
may have some restrictive effect on both.” . . . “Labor is 
not plentiful, and we are not supplied with enough of the 
right kind of labor in all departments. We have fair luck 
in the materials line.” . . . “Outlook for material and labor 
will continue to be tight.” 


“Material and labor supply is fair.” . . . “Material and 
labor will be tight.” . . . “Since steel is our most impor- 
tant raw material there will continue to be a tight situa- 
tion.” . . . “We have sufficient material for our require- 
ments owing in large part to the forward planning we did 
months before V-J day. The labor outlook is improved 
although a scarcity of skilled help exists plus a high turn- 
over and much absenteeism.” 


“Material outlook is poor; the labor picture is fair.” . . . 
“Steel is our bottleneck. The shortage of labor has not 
bothered us. We are operating about one shift and a half 
and could readily operate two shifts or more.” . . . “Mate- 
rial supplies are short. Locally, labor is ample.” 


PLANT EXPANSION 


“Expansion is in progress in one plant, and negotiations 
are going on for larger expansion of another plant.” . . 
“No expansion is planned because present facilities are ade- 
quate.” . . . “We do not plan on expansion, but will im- 
prove methods through purchase of new equipment.” 

“No expansion is planned as present capacity is ade- 
quate.” . . . “No expansion is planned.” . . . “No ex- 
traordinary expansion is anticipated as present capacity is 
sufficient.” . . “We have plans for a new plant to be 
built when construction costs decline.” 

“Conservative expansion is planned to get our productive 
equipment more in balance.” . . “We have not inten- 
tionally expanded our plant capacity.” . . . “We are not 
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planning to expand because capacity is adequate for total 
requirements for our type of product.” 


BACKLOGS AND DEMAND 


“It would take from three to six months to complete 
present orders. Demand dropped in the first part of 1947, 
but an increasingly heavy demand is expected because dis- 
tributors’ stocks are becoming depleted. We hope for bal- 
ance of shipments and orders by the end of June, 1948.” 


“Present backlogs would carry us between three and four 
months. New orders will be sufficient to maintain present 
volume.” . . . “Our backlog represents thirteen weeks’ pro- 
duction. Incoming business will keep pace with shipments.” 
: - “Present orders could be completed in about four 
months. Outlook is fair for new orders.” . . . “It would 
take six weeks to complete present orders if we were to 
stop taking orders today. The outlook for new orders is the 
same as for the past six months.” 


“Customers are being asked to limit orders to what they 
need for a period of sixty days. Our backlog would carry us 
for sixty to ninety days. If we stopped taking orders de- 
mand would wait our letting down the bars.” . . . “Our 
present six-month backlog will be increased at the turn of 
the year as additional orders are placed. New orders are 
acceptable because of increased productive capacity.” 


“Ten to twelve weeks will complete our present orders. 
Demand will be as heavy as for the last six months. Ship- 
ments are still exceeding new orders.” . . . “Tonnage of 
orders divided by monthly shipments shows a five months’ 
backlog, but some work is scheduled eighteen months ahead. 
Urgent requirements are met in sixty days. The volume of 
new orders depends upon the number we accept.” 41/0. 
“At present production levels, total backlogs would carry 
us for three months. Outlook for new orders is good. Ship- 
ments are in balance with orders.” 


Industrial Machinery, General: Labor Supply Adequate 
SALES FORECAST 


Seven companies expect the dollar volume of sales in the 
first half of 1948 to exceed those for the same period of 
1947. One company anticipates no change and one other 
foresees a decline of 15%. The expected increases in volume 
range from 8% to 36% and average 16%. Replies indicate 
that from 5% to 10% of these increases are the results of 
price increases. Of the seven companies comparing sales for 
the first half of 1948 with those for the last half of 1947, 
two see no change while five see increases ranging from 5% 
to 238% and averaging 14%. 


MATERIAL AND LABOR SUPPLIES 


“Material outlook is favorable except for certain steel 
shapes and plates and some electrical supplies. Labor sup- 
plies seem adequate.” . . . “We will receive adequate sup- 
plies of labor and material.” . . . “Material outlook is poor, 
especially in view of the demands that will be placed on 
scarce materials by the Marshall plan.” 

“We expect the material shortage to continue. Labor is 
short in three of the four states in which we operate, but 
there are signs of the situation easing.” . . . “Materials are 
very tight, owing to some extent to the fact that we use 
considerable quantities of lighter structurals and tubes 
which do not return as high a rate of earnings to the 
steel producers as heavier items do.” 

“Skilled labor is short in our area. The material situation 
has only slightly improved.” . - “Incoming materials, 
gray iron castings and electric motors have improved re- 
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cently and should continue to do so, barring allocations.” 
. . - “Outlook for material and labor is good.” . . . “Labor 
and material will be adequate.” 


PLANT EXPANSION 


“Replacement of obsolete equipment will be our only 
expansion.” . . . “Substantial expansion occurred in 1947 
and no more is planned except to use equipment now on 
order.” . . . “Present capacity is adequate as a result of 
1947 expansion.” . . . “Some plant expansion is planned 
for 1948.” 


“No expansion is considered because of additions in 1946- 
1947.” . . . “No expansion is being planned.” . . . “Present 
capacity will be reasonably adequate for the next few years.” 

- “We will expand.” . . . “Present capacity is ade- 
quate.” 


BACKLOGS AND DEMAND 


“Aggregate backlog of business totals five months, but 
in certain lines we are sold out for eight months. Outlook 
for new orders is good, but there is some evidence of price 
resistance.” . . “Present backlog is approximately five 
months’ production. New orders will equal monthly pro- 
duction for the next six months.” 


“At the present production level nine months will be 
needed to complete present orders. New orders in the next 
six months will be off 33 1/3% compared with this six months, 
Shipments and orders are balanced.” . . . “From one and a 
half to four years will be needed to complete present orders, 
depending upon the line of product involved. Demand will 
continue strong, but new orders are not a true measure of 
demand because of long deliveries being quoted.” 


“We have a backlog of six months. Demand is quite good. 
New orders and shipments are in balance, owing to facilities 
added in 1946-1947.” . . “Present backlog will require 
seven to eight months to complete. Current orders are 25% 
to 30% under shipments.” 


“We could clear our backlog in about six months at pres- 
ent production rates. A drop in new orders is expected in 
the next six months. Orders are closely balanced with ship- 
ments, and month-to-month changes in backlogs have been 
relatively small for the last four or five months.” . 
“Backlogs can be cleared in five months.” . . . “New orders 
are expected to equal those of the last six months of 1947. 
In three months orders will balance shipments.” . . . “One 
year’s business is now on our books. Outlook for new orders 
is excellent. Shipments and orders will balance by mid- 
1948. 


Industrial Machinery, Specialized: Present Capacity 
Adequate 


SALES FORECAST 


Eight of thirteen reporting companies expect the dollar 
volume of sales for the first six months of 1948 to exceed 
those for the first six months of 1947 by 10% to 50%, an 
average of 22%. Two companies forecast no change and 
one expects a decline of 5% to 10%. The comparison with 
the last half of 1947 is much the same. Much of the in- 
crease appears to be a result of a price increase rather than 
an increase in volume, inasmuch as a number of the com- 
panies have indicated that their prices have advanced from 
10% to 20% during the last year. 


MATERIAL AND LABOR SUPPLIES 


“The outlook is improving.” . . . “Outlook is normal for 
labor and material, except that steel is still tight in supply.” 
- . + “Operations are not appreciably restricted by a short- 
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age of materials.” . . . “We are able to hire personnel 
easily except for hard-to-find skilled workers. Materials 
in general are obtainable, except for a scarcity of copper 
rods and flat stock.” 


“No change from present labor and material situation 
is expected. This is reasonably satisfactory, except for 
steels and pig iron.’ “Material situation is steadily 
easing. Labor is in short supply.” “There are no labor 
shortages. Materials situation is | improving constantly.” 


“Material and labor outlook is improving a little, but 
we fear the i imminence of a power shortage.” . . . “Ma- 
terial supplies are easing slightly, a trend which may ‘change 
with the Marshall plan. Labor is available but scarce.’ 

- “It is becoming easier to obtain material and labor.” 
. “We experience the usual difficulties i in obtaining cer- 
tain ‘materials. Labor seems ample.” 


PLANT EXPANSION 


“Present plant is adequate for normal production.” } 
“No expansion will be required.” . . . “We plan on no plant 
expansion because of a 15% addition to floor area and 
equipment in late 1945.” . “There will be no significant 
expansion because of large-scale improvements in the past 
two years.” . “Plant expansion is contemplated some 
time next year.” 


“Expansion for 1948 will include only improved Storage 
facilities, yard improvements, and more office space.’ 

“We are now completing expansion that was planned after 
the war and which will afford us adequate capacity.” 

“There will be very little expansion in 1948 because of our 
improvement program over the past two years.” 

“Our present plant is inadequate and will be enlarged. 
Our plans for expansion are ready, but we are doubtful 
whether they will be begun during 1948.” . . . “No ex- 
pansion is needed.” 


BACKLOGS AND DEMAND 


“To complete present orders will take two years. Demand 
is declining. Shipments and orders will be in balance about 
April 1, 1948.” . . . “An average of two months will com- 
plete present orders. Demand is expected to equal sched- 
uled production. Two months’ production will remain after 
the first half of 1948.” 


“Orders represent a backlog of nine months. Slight de- 
cline in demand is forecast. The abnormally high demand 
will shrink by the end of 1948 and operations will be in 
balance.” . “Two years’ production will be required to 
complete present orders. Orders are still exceeding ship- 
ments, but the trend is not expected to contfhue.” . . . 
“Nine months will be required to fill current orders. Ship- 
ments are now exceeding orders. Present demand is ex- 
pected to hold provided exports can continue.” 


“Bookings are now for two years ahead. New orders 
are below shipments.” . . . “Orders could be completed in 
eighteen months. Outlook for new orders is good. New 
orders are exceeding shipments, but a balance is expected 
by the first of the year.” . . . “Demand for 1948 is very 
strong. Balanced operations will be impossible until we 
decide to accept whatever orders our customers offer.” 
“Two years will be needed to complete present orders. 
New orders are not exceeding shipments, and we are not 
encouraging them.” . “We have a four months’ back- 
log at this time, plus additional commitments. Shipments 
are exceeding orders.” . “Fifteen months are needed to 
complete present orders. We expect a decline in new orders 
from the last six months. Backlogs have been stationary for 
the past two or three months.” 


“Present orders could be completed in six months. New 


orders are running 75% of shipments. It will take probably 
a year to eighteen months to reach a balance.” 


Machine Tools: No Definite Trend of Future Sales 
SALES FORECAST 


There is no definite trend of future sales in the machine 
tool industry. Of thirteen reporting companies, five expect 
their sales for the first half of 1948 to exceed those for the 
same period of 1947, while four anticipate no change and 
four other companies look forward to declines. 

The expected increases in volume range from 5% to 
20% and average 11%. Some of this is attributed to 
price increases. A company expecting a 20% advance 
assigns 7%2% of it to rising prices, while another company 
expecting a 15% advance attributes it all to price increases. 
Several companies point out that they have made no change 
in their prices nor expect to make any in the first half of 
1948. 

Twenty-five per cent is the largest expected decline re- 
ported. The company concludes its forecast with, “We are 
pessimistic.” Another company says it expects volume to be 
considerably lower but does not venture a figure. A third 
company reports that it feels that business is gradually 
slipping away. According to its indexes, “peak machine tool 
business has long been passed and we are on a declining 
trend.” One of the companies expecting a continuation of 
a 1947 volume adds: “Foreign business will decline unless 
the Marshall plan or some other similar plan is consum- 
mated.” 


MATERIAL AND LABOR SUPPLIES 


“Except for electrical controls and motors, the material 
outlook is favorable; labor supply is roa rare ‘ 
“Material and labor outlook is good.” . “Materials and 
supplies are somewhat easier but there i is no change in labor 
market. While people are available, generally speaking, they 
don’t fit the requirements.” . “Material supplies are 
easy, and skilled labor is getting easier. Complaints abound 
that the skilled labor today does not equal the skilled 
labor of 1940 in ability or output.” 

“Material situation is easing somewhat with respect to 
more prompt deliveries. The labor situation is improved 
slightly, although skilled men in the mechanical lines are 
still none too plentiful.” . . “Labor and material out- 
look is good.” . . “Easing in both material and labor 
has been experienced; deliveries of supplies are coming in 
better than six or eight months ago.” 

“We have no difficulty in obtaining either materials or 
labor.” . . ..“The material situation is as critical as at any 
time since the war, particularly on gray iron castings. The 
condition is aggravated by inferior quality of coke and 
scrap, resulting in abnormal scrapping of castings. Labor 
supply is adequate.” . “There is no shortage of either 
material or labor.” 


PLANT EXPANSION 


“We are not planning any additional plant capacity, and 
expect to be operating at a level well below capacity for 
some months.” . “Capacity is adequate.” 
capacity will not be expanded next year.” 
not planning to expand.” . “We have adequate facili- 
ties.” . . . “We have more capacity than we will probably 
need for some years.” . “We do not plan to expand plant 
capacity; if building prices come down and we are able to 
get good workmanship and materials, we may replace one 
or two of our oldest buildings.” . . . “We are definitely 
not planning to expand.” . “We do not plan any plant 
expansion in the next year, having just completed an addi- 
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tion of 38,000 sq. ft. to existing facilities. It is now hous- 
ing the contents of approximately 60,000 sq. ft. of leased 
units which have been relinquished. Present facilities pro- 
vide for about a 30% increase over current volume.” 


BACKLOGS AND DEMAND 


“Some items of our manufacture are already in stock 
and we could complete shipment of all orders now on our 
books by early 1948 if we were to stop taking orders today. 
We are optimistic as to new orders, which already show 
signs of improvement.” . . . “We could complete shipment 
on orders now on books in ten months; expect new orders 
to decrease; shipments currently exceeding orders.” 


“We are running about four months behind in securing 
material on back orders; could clean up orders within three 
or four months if we could obtain certain materials. In- 
creased demand during next six months is expected.” . . 
“Outlook for new orders still appears good.” 


“Tt would take eight weeks to complete shipment on 
orders now on books. New orders have been running less 
than shipments since June.” . . “We will need about 
four and one-half months to fill orders on books. We expect 
new orders to be about the same as we are receiving at 
this time—slightly under shipments.” . . . “Present back- 
log is good for approximately six months.” . . . “We cannot 
have large backlog of unfilled orders as customers look else- 
where if tools cannot be delivered promptly; to complete 
orders now on books will take sixty days. We believe new 
orders will hold with current pace for next six months.” 
. . . “New orders are not exceeding shipments; so far we 
believe volume next year will be less than 1947. It is cur- 
rently running somewhat better than in a normal peace- 
time year because of new engineering applications.” 

“Our backlog represents about eight months of normal 
shipments. New orders are just about keeping on a par 
with shipments.” . . . “New orders in the next six months 
will exceed orders during the first half of 1947 by 10% to 
15%. Production has exceeded shipments for the past year. 
We have wiped out our backlog of unfilled orders and 
have added substantially to our finished goods inventory. 
We are practically back on a prewar basis as far as ability 
to give service is concerned.” 

“We need approximately six months to complete ship- 
ments of orders now on our books. We are optimistic as 
to future outlook on new orders. September and October 
were the two highest months since the war.” . . . “Three 
months would complete shipments of orders now on books; 
we are optimistic about outlook. Orders and shipments 
were running about the same from termination of war until 
three months ago when orders began exceeding shipments; 
every indication is that the trend will continue for some 
time.” 


Office Equipment: New Order Outlook Favorable 
SALES FORECAST 


Five of the seven reporting companies anticipate increases 
in dollar sales of 10% to 50% for the first half of 1948 
over the first six months of 1947. The remaining two com- 
panies foresee no change. All companies expect increases 
over the last half of 1947 from 10% to 25% and averag- 
ing 17%. 

The company which looks forward to a 50% increase in 
dollar sales volume has based its estimates on both mar- 
ket research and its production program. It modifies its 
forecast by the statement: 

“Our possibilities of achieving this goal depend upon our 
ability to obtain sufficient raw materials. Steel from spe- 


cialty mills will probably be as difficult to obtain next year 
as it has been during 1947 but unit production can be in- 
creased through the manufacture of smaller portable units 
in preference to the larger ones, if necessary, with an in- 
crease in the number of units produced per ton of steel.” 


MATERIAL AND LABOR SUPPLIES 


“We anticipate no substantial difficulty in obtaining sup- 
plies and materials during the coming year unless increased 
domestic and foreign demand for steel products should 
result in a shortage in this country. The labor force is 
now near peak and efforts will be concentrated on con- 
tinued training of these employees.” . . . “There has been 
no material or labor shortage in recent months.” 


“Outlook in 1948 on sheet steel and certain grades of 
paper is not at all encouraging; we do not anticipate any 
relief on these scarce items during 1948.” . . . “The largest 
single item of material we use is paper, which continues 
in short supply. We also utilize highly skilled labor. This 
is likewise in definitely short supply.” . : “Material 
supply is satisfactory but of inferior quality.” 

“Material and labor supplies appear to be better in 
1948 than in first half of 1947.” . . . “We are faced with 
shortages of various materials, mainly sheet steel. We do 
not expect work stoppages because of substitutions for 
steel. We are not experiencing any difficulty in obtaining 
labor.” 


PLANT EXPANSION 


“One addition to plant capacity is now under construc- 
tion. This represents a small percentage increase in total 
capacity. We consider existing plant capacity adequate.” 
. . . “We prefer the overtime and extra shift method rather 
than risk overexpansion.” . . “We are driving toward 
increased production, but feel present capacity is adequate. 
We did not use full capacity during 1947 because of the 
raw material situation.” 


“We plan on a limited expansion principally for storage 
facilities; additional capacity would be added if special 
equipment needed were available.” . . . “We are not plan- 
ning to expand next year as we have just completed sub- 
stantial expansion.” . . . “We are not planning on expand- 
ing but are sending a large quantity of orders outside for 
manufacture by others.” . . . “We expanded plant capacity 
considerably in the last part of 1946 and 1947; capacity 
is now adequate.” 


BACKLOGS AND DEMAND 


“On one “type of machine, we would be current in two 
and a half months, while on another type fifteen months 
would be required. Outlook for new orders is good and we 
expect demand to remain high.” . . “We are fourteen 
months behind on some types of machines; three months 
on others.” . . . “To complete shipment of orders now on 
books would take approximately fifteen months. Demand 
should show an increase over last six months. New orders 
are now balancing production.” 


“Present backlog covers approximately five months’ pro- 
duction on the average. New order outlook is excellent 
and we expect production to balance incoming business 
during first six months’ period.” . . . “We are about caught 
up with backlog of unfilled orders.” . . . “On one half of 
business we would catch up on orders in about one month; 
an average for the other half would be six months. New 
orders outlook is fairly good. It would be better if prompt 
deliveries on certain types of machines were possible. New 
orders nearly balance shipments, which have been increas- 
ing during last half of 1947.” 
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Railroad Equipment: Material Supply Tight 
SALES FORECAST 


Four of seven reporting companies expect their sales for 
the first half of 1948 to exceed those for the first half of 
1947. The anticipated increases range from 3% to 50%. 
Two companies foresee little or no change and one looks 
forward to a decline in dollar volume of sales. The situation 
is almost identical in relation to the last half of 1947.. The 
company expecting a 3% increase in dollar volume of sales 
points out that if the 1948 volume were adjusted for price 
increase there would actually be a 3% decline. The com- 
pany expecting a 30%-40% increase in volume attributes 
most of it to price increase and states that the increase in 
unit volume would be something less than 10%. The one 
company which expects a decline in its total volume of sales 
attributes this to the fact that its car building customers 
are behind schedule because they are unable to obtain 
essential materials. 


MATERIAL AND LABOR SUPPLIES 


“Material supplies expected to be unchanged, although 
we hope to obtain coke and pig iron more easily.” . . . 
“Labor outlook is fairly satisfactory, material situation 
critical.” . “Despite shortages in both material and 
labor, enough of both are available to maintain schedule.” 
. . . “No serious delays in obtaining material. The labor 
situation is encouraging.” . . “Labor and material sup- 
plies better.” . . “Labor is scarce near our plant and 
material is hard to obtain.” . . “Material and labor 
supply situation continues very tight.” 


PLANT EXPANSION 


“No need to expand plant facilities.” . . “We have 
no. plan to increase our capacity, which is adequate for 
peak demands.” . . . “Expansion of from 5% to 10% is 
planned for 1948.” . . . “Our present requirements do not 
warrant expansion.” . . . “No expansion is planned.” . . . 
“Replacement of tools is planned to increase capacity.” 
. . . “Present plant capacity is adequate to handle volume 
of business expected.” 


BACKLOGS AND DEMAND 


“From eight to nine months are needed to complete 
present orders. Barring cancellations, new orders should 
about equal production level.” . . . “Unfilled orders could 
be shipped in six or seven months if ordering ceased.” . . . 
“Enough orders are on hand to carry us through the first 
part of 1949. New orders exceed shipments.” . . . “Some 
orders will take until 1949 for completion; others could 
be finished during the first six months of 1948 if material 
were available.” 


OTHER MANUFACTURES 


Chemicals: Labor Supply Adequate 
SALES FORECAST 


Six of eleven reporting chemical companies expect their 
dollar volume of sales to show an increase in the first half 
of 1948, compared with the first sic months of 1947. The 
anticipated increases range from 8% to 25% and average 
14%. Four of the companies expect sales in the two periods 
to be about equal. One company anticipates a 5% decline. 
Compared with the last half of 1947 four companies expect 
declines, one no change, and four companies expect their 
dollar volume of sales to be up from 2% to 15%. 


MATERIAL AND LABOR SUPPLIES 


“Labor supplies are becoming easier. Raw materials 
have not shown much improvement.” . “The labor 
situation is about the same; there was some improvement 
for material in first half of 1947.” . . . “We consider ma- 
terials and labor adequate.” . . . “Labor supply is adequate 
for first half of 1948. Raw materials may be hard to 
get.” . . . “Several important raw materials and con- 
tainers are still difficult to obtain; labor is adequate.” 


“The situation on some raw materials is tight again 
after having eased during the summer months.” . . . “Out- 
look for material and labor is excellent.” . . . “Materials 
supply situation is expected to continue to improve in 1948; 
our labor supply is sufficient.” . . “We require mostly 
unskilled and semiskilled help and have been able to employ 
all we need. Raw materials are becoming more easily pro- 
curable and are expected to remain so.” 


“Raw materials supplies are still uncertain in some cases 
and costs are rising. Labor supplies are generally satisfac- 
tory at all locations.” . “The outlook for material 
and labor is slightly better than for 1947.” . . . “Supply of 
raw materials is getting easier, but we still anticipate some 
shortages throughout the greater part of 1948. Labor turn- 
over is decreasing and we expect no trouble in finding kinds 
of labor required.” 


“Labor outlook is good. The raw material supply is also 
good with the exception of a few critical items on which 
supply will not catch up with demand in first half of 1948.” 
. . . “Outlook for material supplies is uncertain owing to 
Marshall plan exports. If the level of exports is substan- 
tially above the last four months, we estimate that supply 
would not provide more than 90% of tonnages necessary 
to meet customer demands. We consider labor supplies 
adequate.” . . . “Raw materials are among those in short 
world supply and are being allocated for foreign relief; 
we anticipate continuing shortages and high prices. There 
is no shortage of labor.” 


PLANT EXPANSION 


“We are not planning any plant expansion because we 
cannot get enough raw materials to keep present plant 
working up to full production.” . . . “Expansion of plant 
capacity is in process.” . . . “We hope that present capac- 
ity is adequate for 1948 volume; we are not planning any 
material expansion.” . . . “We are expanding capacity a 
little now and would probably do more if it were not for 
high costs and uncertainty respecting raw material.” 


“Manufacturing space is not being increased; in Novem- 
ber we began construction of a research building of 98,731 
square feet which will release space now used for research for 
manufacturing and storage use.” . . “A conservative 
policy on construction appears desirable because construc- 
tion costs are so high and we seem to be in the final stage 
of a boom.” . . . “We are definitely planning to increase 
plant capacity as a result of the excellent outlook for 
material and labor; the only obstruction is badly deferred 
rail equipment abroad at the source of one of our critical 
raw materials.” 


“We have been building additional warehouse and fac- 
tory and office buildings during 1947, and we hope to com- 
plete them by the end of the year. Capacity will then be 
adequate.” . . . “We are continuing a moderate expansion 
of plant to provide facilities for new products at a smaller 
rate than in the past two years.” . . . “Plant capacity will 
be expanded ih 1948.” . . . “Capacity will be adequate when 
the expansion program started this year is complete.” . . . 
“We are not planning to expand plant capacity in 1948 
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because of inability to estimate demand in view of un- 
certainties created by foreign rehabilitation program.” 


BACKLOGS AND DEMAND 


“It might take six months to complete shipment of orders 
now on books only because we could not secure certain raw 
materials and parts in less time. Shipments will start to 
exceed new orders within six months unless raw materials 
continue tight.” . . . “If exports are permitted, we do not 
expect shipments to balance orders much before 1950.” 

“We do not book definite orders for shipment ahead of 
time but continuously receive requests for shipments from 
regular customers.” . “We cannot take orders for 
goods we cannot deliver quickly.” . . “We try to ship 
all orders from stock immediately.” . . “To complete 
shipment of orders now on books would take about a 
month and a half. The outlook for new orders is likely to 
be favorable if industrial activity holds at present levels. 
New orders exceeded shipments in the first quarter, fell 
below shipments in the second quarter, were about equal 
to shipments in the third quarter, and are again exceeding 
shipments.” “We could complete domestic orders 
within approximately three weeks; foreign orders are de- 
layed owing to sailing schedules and similar conditions. 
Every indication is that new orders and demand will equal 
and probably exceed present rate for the next six months. 
We are keeping shipments in reasonable balance with 
capacity and ability to ship as requested.” . . . “New orders 
and shipments are approximately in balance with some ex- 
ceptions; substantial backlogs have been the exception 
rather than the rule for many years.” 


Food: Supplies Scarce 
SALES FORECAST 


“I expect both our dollar and our physical volumes of 
sales for the first half of 1948 to vary in only a quite mod- 
erate degree from those of either half of 1947.” . . . “We 
expect our dollar sales volume for the first half of 1948 
to be higher than the first half of 1947 because prices are 
higher. If prices were the same as in 1947 we would ex- 
pect the dollar volume to be somewhat lower.” 


“Our volume to a large extent rises and falls with na- 
tional income. Since national income for the first six 
months of next year is expected to continue at its present 
level, we expect that sales too will be somewhat comparable 
to what they are at present.” . . . “For the first half 
of 1948 it is my guess that our unit sales will be up 10% 
with no change in dollar sales over the first half of 1947; 


that the dollar sales will be 10% under the last half of 
1947.” 


“We expect that the physical volume of our business in 
1948 will be down slightly from 1947 chiefly because of 
the reduction in the number of livestock grown. Whether 
this decline will be offset or more than offset by higher 
prices it is at present impossible to say.” . . . “I expect 
that our dollar volume of sales for the first half of 1948 
will be at least as large as those for the first half of 1947 
and about the same as those for the last half of 1947. If 
our prices were the same in the first half of 1948 as in the 
first half of 1947, dollar volume will probably be from about 
the same amount to 5% lower.” . . . “We anticipate an in- 
crease of dollar value of sales amounting to 30%. This is 
based on increased production capacity which we believe 
a consumer market will absorb.” 


MATERIAL AND LABOR SUPPLIES 


“We expect livestock to be in somewhat shorter supply; 
labor will remain approximately sufficient for needs.” . . . 


“Many items are still short, notably chocolate. The labor 
outlook is good.” . . . “There is a real chance of scarcity in 
latter part of first half of 1948 if government exports as 
much as now planned.” . . . “Grains and feeds are in short 
supply. Labor is sufficiently available to meet require- 
ments.” . . . “Output will not be restricted by the labor 
shortage. The supply of raw material is limited by the vol- 
ume of livestock marketed.” . . . “I anticipate that ma- 
terial and labor supplies will be adequate in first half of 
1948.” . . . “I think we can obtain labor to produce esti- 
mated increased sales. The material supply is still un- 
certain.” . . . “Expect no significant shortages of material 
or labor supplies unless Congress re-enacts food controls.” 


PLANT EXPANSION 


“Do not plan to expand plant capacity next year.” . . . 
“Not planning to expand very much in 1948 because of 
high price of materials, construction and labor, together 
with delay in securing equipment.” . . “Planning to 
build new plant to be located in different part of country.” 
. . . “Not planning any expansion.” . . . “Will not expand 
plant capacity to any great extent next year because of 
high construction costs.” . . . “We are catching up with 
maintenance and modernization programs deferred by war; 
construction program is tentative.” . . . “Planning to ex- 
pand plant capacity by about 5% in first half of 1948.” . . . 
“Plant has been expanding in production capacity to point 
where we can manufacture 40% more than in 1947.” . . . 
“Plan to continue building plants in 1948.” 


BACKLOGS AND DEMAND 


“Orders now on hand would last about two weeks. New 
order outlook is good for next six months. Incoming orders 
not exceeding shipments.” . . . “Fill orders daily.” .. . 
“We have orders on our books for something over three 
months; unfilled order position of large proportion of indus- 
try at end of October was 65 days, compared with 56.4 days 
a year ago and 74.1 days two years ago.” . . . “No such 
thing as a backlog in our industry; have been keeping up 
with shipments since the early part of October for the first 
time since middle of 1942.” . . . “Still allocating produc- 
tion based on 1941 purchases and quotas obtained from 
shipments made during 1941.” 


Lumber and Products: Material and Labor Outlook 
Fair 


SALES FORECAST 


“We expect our sales during the next six months to be 
approximately equal to the first half of 1947 in units and 
possibly 15% more in dollar volume.” . . . “Our expected 
increases in dollar volume of sales for the first half of 1948 
as compared to the first half of 1947 are Douglas fir lumber 
10%, Douglas fir plywood 20% and Douglas fir doors 65%. 
The foregoing percentages include the following price in- 
creases: lumber 10%, plywood approximately 12% and 
doors approximately 8%, so that the estimated increases 
in production are 0, 8% and 57% respectively.” . . . “It is 
anticipated that our dollar sales for the first half of 1948 
should exceed those for the first half of 1947 by approxi- 
mately 10% and be about equal to the sales during the last 
half of 1947.” . . . “Our dollar volume of sales for the 
first half of 1948 should exceed the first half of 1947 by 15% 
to 20%, and should average 10% to 15% ahead of the second 
half. The unit increase for the first half of 1947 to the 
first half of 1948 was about 5%.” 


MATERIAL AND LABOR SUPPLIES 


“Reasonably certain of obtaining adequate material and 
labor for plant production, ” . . . “Material and labor out- 
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look is fair, except for strike threats.” . . “Labor and 
material supplies are considered practically adequate for the 
industry.” . . “Material and labor situation only fair 
since the supply of soft pine lumber is tight.” 


PLANT EXPANSION 


“No plant expansion planned. Capacity will increase 
through improved management and better methods.” . . . 
“Only sufficient material to expand one of our four divi- 
sions.” . . . “Slight increase in plant capacity planned for 
1948.” . . . “Shortage of material and labor causes us to 
operate at 70% of capacity, therefore no expansion is 
needed.” 


BACKLOGS AND DEMAND 


“Five months are needed to complete shipments now on 
hand. Shipments will balance orders about April, 1948.” 
. . . “Backlog could be completed in an average of 45 days. 
Demand will continue to exceed supply with increasing 
tendency for dealers to avoid stocking up inventories be- 
cause of high prices. Orders and shipments now balance 
due to our control of accepting new orders.” . Beit 
order file amounts to between four and five weeks of ship- 
ments. Demand for next year will be strong. Sales are 
still on an allocation basis which will not be entirely 
remedied by mid-1948.” . . “Business on hand would 
allow us to operate for from six to eight months. If we 
took all orders our backlog would last one year. Shipments 
will balance orders within the next twelve to eighteen 
months.” 


Paper: Expansion Planned for 1948 
SALES FORECAST 


Of eleven paper and paper products companies, eight 
look forward to increases from 5% to 35% (the average 
is 18%) in sales for the first half of 1948 over the similar 
period of 1947. The remaining three expect dollar volume 
to decline. One company believes that volume will be off 10%, 
another 15%, and the third reports: 

“While most lines are in short supply in our industry, 
it still is hard to conceive of maintaining this high sales 
level in the first six months of 1948. In our particular case, 
we have had a slight falling off since July, but, in all proba- 
bility, sales in 1948 will be below the figure of the first six 
months of 1947.” 


Seven companies expect increases ranging from 4% to 
25% over the last half of 1947. Four companies expect no 
change and one anticipates a 10% drop in dollar sales 
volume.. Replies from a number of companies indicate that 
the dollar volume of sales has been inflated from 5% to 10% 
by price increases. 


MATERIAL AND LABOR SUPPLIES 


“Labor is adequate; so are materials except certain raw 
chemicals.” . . . “Raw materials are still retarding produc- 
tion. There is some labor shortage but it is not serious.” 
. . . “Labor is in good supply. Materials are short and 
prices high on most grades.” . . . “Raw materials and labor 
supply are adequate.” . . . “Pulp will be short until July, 
1948. Other supplies and labor are adequate.” . . . “Raw 
material supplies continue tight but loosening in some 
items is foreseen. Labor is in surplus supply.” . . . “Ma- 
terial outlook is brighter. Skilled labor is scarce but we 
generally find a reasonable supply of labor.” 

“The pulp situation remains critical but may come into 
balance in the last half of 1948 if demand decreases.” . . . 
“The material situation is better than last year. The labor 
supply is also improved but it is still not adequate.” . . . 


“We expect labor and materials to be in somewhat better 
position but not plentiful.” . . . “Labor and material are 
expected to remain tight.” . . . “Prices are high and ma- 
terials scarce. Labor is also far from free.” . . . “Material 
supplies are adequate. It is hard to get labor willingly to 
perform on rough and strenuous jobs.” 

“There is still a shortage of pulp as well as other items 
from time to time.” . . . “Outlook for material and labor 
supply is better than that during the first six months of this 
year. Pulp, both foreign and domestic, is in larger supply, 
and labor is ample for near-capacity operation.” 


PLANT EXPANSION 


“Some expansion has just been completed, but there is 
no increase in over-all pulp-producing capacity. We are 
expanding about 50% early in 1948.” . . . “We are plan- 
ning on a 10% increase in plant in 1948.” . . . “A com- 
plete manufacturing plant is to be erected as soon as suit- 
able land is procured. New machinery was installed in 
1947 to replace obsolete equipment and increase capacity.” 
: . “We are planning additions to our plant, but they 
will not increase production. Construction has been de- 
layed.” . . “We plan improvements in machinery, no 
additions to building. The changes planned should increase 
production about 20%. Improvements contemplated are 
to reduce cost of production.” . . . “Only a minor expan- 
sion is contemplated. A substantial expansion was made 
in 1947.” . . “Expansion in 1948 will result from con- 
struction and installation of new units which have been in 
process since shortly after V-J day. Planning of new units 
now would not increase capacity next year because of con- 
struction and installation delays.” . . . “Increased plant ca- 
pacity will become effective in mid-1948.” . . . “We are in 
the midst of a capital expansion program which will extend 
over two more years.” . . . “Present facilities are adequate.” 
. . . “Unduly high costs of construction prevent expansion 
in 1948.” “No expansion is planned beyond the 
one that is now being completed.” . “Plant expan- 
sion is continuing in accordance with schedules previously 
inaugurated.” . . . “We are rearranging and modernizing 
our present equipment.” . . “We are not putting in 
new paper-making equipment but are making changes 
which will probably increase our output somewhat.” . . . 
“New plants now under construction are scheduled to ex- 
pand capacity next year more than 10% above that at the 
close of 1947.” 


BACKLOGS AND DEMAND 


“It would take about thirty days to complete present 
orders. Our practice is not to commit ourselves for more 
than thirty days ahead. We have seen no signs of the mar- 
ket weakening for paper and pulp. Shipments will not bal- 
ance orders at least for the first six months of 1948.” . . . 
“We have enough business on file to last us for sixty days. 
This is normal for our business. Business is going to con- 
tinue good throughout 1948. It will be sometime in 1950 
before supply exceeds demand.” . . . “Approximately two 
months would complete all orders on our books. We expect 
demand to fall off only slightly for the next six months. 
Shipments will not balance with orders until we start to 
manufacture for stock. For the past six years we have 
been running exclusively against orders and have been 
unable to place any grades in stock of any quantity.” 

“Our backlog of orders covers about three months’ pro- 
duction. Through our allocation system we plan to keep in 
that neighborhood, unless market conditions change.” . . . 
“Actual orders on our books would now last us about a 
month. This means only those orders which are actually 
scheduled for production. Outlook for new orders is ex- 
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cellent. Demand for our product will not be satisfied be- 
fore the summer of next year, when shipments will again 
balance orders.” 

“Backlogs vary from about three weeks to about three 
months, depending upon the kind of product. Since we 
sell to nondurable goods industries, demand for their prod- 
ucts must decrease before their demands on us are signifi- 
cantly affected. New orders are in balance with shipments, 
but are held there in most lines only by rigid sales allot- 
ment procedures.” 


Rubber and Products: Increased Demand 
SALES FORECAST 


“We expect our dollar volume of sales during the first 
half of 1948 to exceed the first half of 1947 by 10%, owing 
almost entirely to a price increase. It will exceed dollar 
volume for the last half of 1947 by about 5%.” . . . “We 
expect our dollar volume of sales for the first six months 
of 1948 to exceed by 20% dollar volume for the first half 
of 1947. It will be approximately 10% higher than the last 
half of 1947. This is based on the same price being in 
effect in both periods.” . . . “We anticipate strong demand 
for our products during the first half of 1948. We are still 
operating at full capacity and working two Saturdays 
a month.” 


MATERIAL AND LABOR SUPPLIES 


“Aside from steel and carbon black, materials are ade- 
quate.” . . . “Labor supply is sufficient.” . . . “Material 
and labor supplies will be adequate.” 


PLANT EXPANSION 


“We plan no further expansion because it would take 
eight to twelve months to install it.” . . . “Present plant 
capacity is adequate.” . . . “We plan expansion for early 
1948.” 


BACKLOGS AND DEMAND 


“Strong demand is anticipated. In one division our 
backlog is from eight to twelve months, in another it is 
from three to four months.” . . . “We need six months 
to complete present orders. Increased demand is expected. 
New orders are not exceeding shipments.” . . “Three 
months are needed to complete present orders. Outlook 
for new orders is excellent.” 


Textiles: No Definite Sales Trend 
SALES FORECAST 


Four companies expect volume increases ranging from 10% 
to 17%; three expect declines of from 7% to 15%; and two 
companies believe their volume of sales for the first half 
of 1948 will about equal the same period of 1947. In con- 
trast, seven of eight companies expect little change in dollar 
volume as compared with the last half of 1947. Responses 
from a number of the companies indicate dollar volumes are 
inflated from 5% to 10% by price increases. 


MATERIAL AND LABOR SUPPLIES 


“The textile industry is still suffering from a shortage of 
raw material but labor supply is more plentiful.” . 
“Because most materials are imported, the industry is 


beset by uncertainty.” . . . “Supply of cotton expected to 
become progressively tight. Labor is expected to continue 
as at present.” . . . “Outlook for material and labor is 
good.” . . . “Textiles are scarce without promise of in- 
crease.” . . . “Material and labor seem ample.” . . . “We 
find no difficulty in obtaining material and no shortage of 
labor, but there is a letdown of skill and activity.” . . . 
“Promising outlook for material and labor supplies.” . . . 
“Material and labor situation is expected to be unchanged.” 
. . . “We anticipate a fairly tight situation in desirable 
grades of cotton until the 1948 crop is harvested. Labor 
supply is also fairly tight.” . . . “Raw material supply is 
favorable, but high prices render the picture unsatisfactory.” 


PLANT EXPANSION 


“Plant capacity will be expanded as we get new facilities 
ordered some time ago into production.” . . . “Expansion is 
planned in the South.” . . . “No major expansion is under 
consideration.” . . . “Expansion is not being considered be- 
cause capital can be better directed to improvement and re- 
placement.” . . “Present capacity is adequate.” . P 
“No additional plant capacity is planned.” . . . “No 
added capacity is planned.” . . . “We are not planning to 
expand.” . . . “Present capacity is adequate to produ 
more by extending number of men on two shifts.” . . . 
“No 1948 plans for expansion because present capacity is 
adequate.” . . . “No expansion owing to lack of labor and 
high construction costs.” . . “Expansion is continuing 
through replacement of machinery and new lines of pro- 
duction.” 


BACKLOGS AND DEMAND 


“Capacity operations are expected to continue through 
1948.” . . . “We need ten weeks to complete orders now on 
books. Business will continue good through 1948.” . . . 
“Present orders can be shipped in a short time because 
orders are taken only for short-term delivery. Demand 
is expected to exceed the last half of 1947.” . . . “The 
present backlog could be filled in three months. We expect 
to be able to sell all we can produce. Orders are accepted 
for a limited period of delivery.” . . . “We would need 
sixty days to complete orders now on file. New orders are 
on a decline. Shipments and orders are almost in balance.” 
. . . “Since demand is still exceeding supply, orders are 
taken only for thirty days ahead. This trend is expected to 
continue until there is a break in volume of business or 
commodity prices.” . . . “It is customary to take orders 
for sixty days. We could take orders for six months or more. 
Orders and shipments are balanced each sixty days.” . . . 
“We do not expect it to be as easy to obtain new orders 
next year as this year.” . . . “Present orders could be 
filled in six weeks as orders are taken on this basis. New 
orders are not exceeding shipments.” . . . “Production is 
alloted on a short-term basis. On some items we are sold) 
through the last quarter of 1947 and on others through thi 
first two months of 1948. Demand should continue throu 
the first six months of 1948. Orders are not exceeding shi 
ments because allotments are held down to current pro- 
duction.” . . . “Eighteen weeks are required to complete 
present orders. New orders are still on an allotment basi 
We will accept orders equivalent to shipments duri 
next six months.” . . . “Present orders could be onl 
before the end of January. There is strong demand f 
our product, which will absorb any ineensat output.” 


A 


rasives and Asbestos 
See Business Practices 
vertising Linage, Magazine 
See Business Indicators, Selected 
icultural Commodities 
Demand-supply Position, Jan 3 
“Agriculture in 1947,” Jan 1 
iculture 
Government Aid to, Jan 4 
ircraft 
See Business Practices 
“Air Travel Increases,” May 124 
thracite 
Production 
See Business Indicators, Selected 
utomobiles 
Factory Sales, Sept 256 
Production, Nov 329 
See Business Practices 


ank Debits 
See Business Indicators, Selected 
ituminous Coal 
See Business Indicators, Selected 
“Boom Areas Still Growing,” Nov 327 
oots and Shoes 
See Business Indicators, Selected 
‘British vs. American Productivity,” Nov 317 
uilding Materials 
Production, Mar 73 
Prices, Mar 74 
usiness Book Shelf 
Jan 11; Feb 40; Mar 63; Apr 113; May 126; 
June 171; July 202; Aug 227; Sept 261 
‘Business Cycle, Construction and,” Mar 79 
‘Business Highlights,” Feb 39; Mar 61; Apr 100; 
May 127; June 172; July 192; Aug 217; 
Sept 255; Oct 291; Nov 323; Dec 359 
‘Business Indicators: Forecasts for 1947,” 
Jan 26 
‘Business Indicators, Selected,” Jan 24; Feb 42; 
Mar 81;Apr 104; May 132; June 183;July 210; 
Aug 240; Sept 263; Oct 296; Nov 332; Dec 371 
3usiness Practices 
Monthly Survey Executives’ Opinions, Jan 18; 
Feb 43; Mar 64; Apr 105; May 133; June 
175; July 203; Aug 231; Sept 249; Oct 283; 
Noy 313; Dec 341 
Business Views Second Half of 1947, July 
203 
Depreciation under Review, Aug 231 
Executives Fight Price Rise, Nov 313 
Executives Look at ’47, Jan 18 
Exports and High Production, Oct 283 
Industry Growth Through Research, Mar 64 
Keeping Employees Informed, Feb 43 
Postwar Model of Transportation, Apr 105 
Postwar Trends in Corporate Giving,May 133 
Rising Production Costs a Barrier to Price 
Cuts, June 175 
Two-to-one Against Cash Discounts, Sept 249 
usiness Trends 
Monthly Survey, Feb 39; Mar 61; Apr 106; 
May 127; June 172; July 192; Aug 217; 
Sept 255; Oct 291; Nov 323; Dec 359 
Susinessmen View 1948 Prospects, Dec. 341 


Cc 


‘Capital, Retained Earnings Boost Working,” 
June 170 

Jarloadings 
See Business Indicators, Selected 


“Cash Discount, Two-to-one Against,” Aug 249 
“Cash for Veterans, Ready,” Oct 298 
Cement Production 
See Business Practices 
Chemicals 
Production 
See Business Indicators, Selected 
Cigarettes 
Consumption of 
See Business Indicators, Selected 
Coal 
Production, Aug 220 
See Business Indicators, Selected 
“Coal, European Rehabilitation and American,” 
Nov 325 
Commodity Prices 
See Business Indicators, Selected 
“Commodity and Stock Prices, World Wars 
I and II,” Jan 22 
“Company Donations, Tax Aspects of,” Apr 115 
Construction 
See Business Indicators, Selected 
“Construction in the Postwar Economy,” 
Mar 71 
Consumer Credit, Mar 59 
Consumer Expenditures, Mar 54 
“Consumer Spending, Pattern of,” Mar 53 
“Consumers’ Prices in March at Record Peak,” 
June 174 
“Consumers’ Prices Reach New Peak,” Dec 369 
“Consumers’ Prices Reach 26-Year Peak,” 
Mar 80 
Copper 
Production : 
‘See Business Indicators, Selected 
Corporate Bond Yields 
See Business Indicators, Selected 
“Corporate Finance, Pattern of Postwar,” Feb 33 
“Corporate Giving, Postwar Trends in,” May 
133 
“Cost of Government,” Nov 311 
Cotton 
Consumption 
See Business Indicators, Selected 
“Cotton, The World’s,” Aug 225 


D 


“Department Store Prices,” May 150 
Department Store Sales, Sept 257 

See Business Indicators, Selected 
“Depreciation Reserves, Inadequacy of, ’’Nov 

821 
“Depreciation under Review,” Aug 231 
‘Diesels Overtaking Iron Horse,” Dec 353 
‘Directors, Higher Pay for,” Aug 230 
Distribution and Trade 

See Business Indicators, Selected 
‘Dollars Abroad: 1920-1947,” June 153 
Durable Goods 

Index of Production 

See Business Indicators, Selected 

“Durable Goods Shipments Advance,”’ May 150 


E 


“Earnings and Hours in Manufacturing,” Mar 
88; Aug 242; Sept 265; Oct 290; Nov 310; 
Dec 370 

“Earnings Boost Working Capital, Retained,” 
June 170 

“Economic Fact or Fiction,” Oct 288; Dec 356 

Electrical Equipment 
See Business Practices 

Electric Power Production 
See Business Indicators, Selected 
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“Elimination of War Controls,” Jan 15 
Employment 

Nonagricultural, Aug 218 

Index, 25 manufacturing industries, Aug 242; 

Sept 265 

Engineering Awards, Heavy 

See Business Indicators, Selected 
“Enterprisers in the Economy, Small,” Aug 228 
“Europe, Helping, Grow Its Own Food” Dec 348 
“European Rehabilitation and American Coal,” 

Noy 325 
“Europe in 1920 and 1947,” June 154 
“Executives Fight Price Rise,” Nov $13 
“Executives Look at ’47,” Jan 18 
Exports 

Nonfood Commodities, Aug 219 

Finished Manufactures, Sept 257 

Coal, Nov 326 

Passenger Cars, Nov 330 
“Exports and High Production,” Oct 283 
“Exports and Prices,” Oct 273 
“Export Boom Bust ? Will the,” July 189 
“Export of Dollars, New Machinery for the,” 

June 163 


F 


Farm Income, Facts on, Dec 356 
“Farm Prices in Perspective,” Feb 50 
Farm Products, Prices of 
See Business Indicators, Selected 
Farm Property, Value, Jan 11 
“Fewer and Fewer Farmers” Dec. 364 
“Fifty Largest Manufacturers, The,” Aug 221 
Financial Indicators 
See Business Indicators, Selected 
“Financing in the Twenties,’ June 155 
Food Prices and Production 
See also Business Practices 
“Forecasts for 1947,” Feb 41 
Forecasts, Business: 
Jan 26; Feb 41; Mar 82; Apr 108; May 131; 
June 184; July 208; Aug 241; Sept 264; 
Oct 294; Nov 331; Dec 372 
“Foreign Aid and the Budget,” Dec 346 
Foundries Industry 
See Business Practices 
“Fuel Oil Supply, Putting the Heat on,” Nov 333 
‘Future of Poultry Prices,” Dec 362 
“Future of Small Business,” Nov 305 


G 


Glass Containers, Production 
See Business Indicators, Selected 
Gold, World Output, Oct 277 
“Gold Flows in Again, The,” Oct 275 
“Government, Cost of,’’ Nov 311 
Grocery Chain Store Sales 
See Business Indicators, Selected 


H 


Hardware Industry 
See Business Practices 
‘Helping Europe Grow Its Own Food,” Dec 348 


I 


“Implications of Declining Prices,” Apr 89 
Imports, July 191, 193 
“Tnadequacy of Depreciation Reserves,” Noy 
$21 
Industrial Activity 
See Business Indicators, Selected 


Industrial Production 
Europe, July 193 
U. S. 292 (see also Business Indicators, 
Selected 
“Industry Growth Through Research,” Mar 64 
Inventories, Jan 25; Feb 49; Mar 87; Apr 114; 
May 161; July 211; Aug 248; Sept 262; 
Oct 297; Nov 335 
Inventories 
Wholesale, Retail and Manufactured, Nov 324 
“Inventory Adjustments Under Way,” Feb 49 
“Inventory Balance Js Seen, Sound,” Mar 87 
“Inventory Buying Under Scrutiny,” Apr 114 
“Inventory Profits, What are,” Dec 366 
_ Iron and Steel Products Industry 
See Business Practices 
Tron, Pig 
Production 
See Business Indicators, Selected 


K 
“Keeping Employees Informed,” Feb 43 


L 


re Cost Trends, Productivity and,” May 
Q1 


“Labor Payments and Net Income,” Oct 280 
Lead 


Production 
See Business Indicators, Selected 
Livestock 
on Farms, Jan 10 
Lumber 
Production 
See Business Indicators, Selected 


Machine Tools 
See Business Indicators, Selected; Business 
Practices 
Machinery 
Production 
See Business Indicators, Selected 
Magazine Advertising Linage 
See Business Indicators, Selected 
Manufactured Products 
Prices of 
See Business Indicators, Selected 
“Manufacturers, The Fifty Largest,” Aug 221 
“Manufactures Inventories Still Climbing,”Jan 
25 
Manufacturers’ Orders, Shipments and Inven- 
tories, Jan 25; Feb 49; Mar 87; Apr 114; 
May 152; July 211; Aug 248; Sept 262; Oct 
297; Nov 335 
Manufacturing 
Index of 
See Business Indicators, Selected 
Merchant Marine, June 167 
Minin 
Production 
See Business Indicators, Selected 
“More Cars—But not Enough,” Nov 1947 


N 


“‘National Income, Wages and,” Sept 259 
“Net Income, Labor Payments and,” Oct 280 
Net Sales 
Volume, July 209 
Newsprint 
North American 
See Business Indicators, Selected 
Noncorporate Enterprises 
Number and Income, Nov 309 
Nondurable Goods 
Index of Production 
See Business Indicators, Selected 
Nonferrous Metals Industry 
See Business Practices 


18) 
Office Equipment 
See Business Practices 
Oil Burners 
Shipments, Nov 334 
Ne 
Paper 
Industry 
See Business Practices 
Production 
Sce Business Indicators, Selected 
Paperboard 
Production 


See Business Indicators, Selected 
“Pattern of Consumer Spending,” Mar 53 
“Pattern of Postwar Corporate Finance,” Feb 33 
Petroleum 
and Products 
See Business Practices 
Crude Production 
See Business Indicators, Selected 
Petroleum 
Statistics and Forecasts, Nov 333 
“Population Shifts Remain, Wartime,” Sept 258 
“Postwar Corporate Finance, Pattern of,” Feb 33 
“Postwar Model of Transportation,” Apr 105 
“Postwar Trends in Corporate Giving,” May 183 
“Potatoes—and More Potatoes,” July 200 
“Price Rise, Executives Fight,” Nov 313 
Prices 
Farm, Feb 50 
Building materials, Mar 74 
Consumers’, Mar 80; June 174 
Department store, May 150 
Shoe Prices Make the Market, Dec 350 
Production costs and, June 175 
“Prices, Exports and,” Oct 273 
“Prices High? Do Profits Make,” Oct 288 
“Prices, Implications of Declining,” Apr 89 
“Prices in Perspective, Farm,” Feb 50 
“Prices Its Products, How Industry,” June 180 
“Prices Reach New Peak, Consumers,” Dec 369 
Prices, Retail 
See Business Indicators, Selected 
“Prices, World Wars I and II, Commodity and 
Stock,” Jan 22 
Production 
Nonfood Commodities, Aug 1947 
“Production Costs a Barrier to Price Cuts, 
Rising,” June 175 
“Production, Exports and High,” Oct 283 
“Productivity and Labor Cost Trends,” May 121 
“Productivity, British vs. American,” Nov 317 
“Profits Make Prices High? Do” Oct 288 
Profits, Nature of Inventory, Dec 366 


R 


Railroad Equipment Industry 
See Business Practices 
Railroads 
Security Prices and Yields 
See Business Indicators, Selected 
“Railroads Today,” Apr 111 
Raw Materials 
Prices of 
See Business Indicators, Selected 
Rayon Yarn 
Consumption 
See Business Indicators, Selected 
“Records, Retention of Business,” Jan 12 
“Research, Industry Growth Through,” Mar 64 
Retail Prices 
See Business Indicators, Selected 
Retail Sales, Oct 298 
Retail Trade, Mar 54 
See Business Indicators, Selected 
“Retention of Business Records,” Jan 12 
Rubber Industry 
See Business Practices 
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Sales 


wip tog rege Store 
ee Business Indicators, Selected 
Grocery Chain Store Sales 
See Business Indicators, Selected 
Variety Store 
See Business Indicators, Selected 
Securities 

See Business Indicators, Selected 
“Selected Business Indicators,” Jan 24; Feb 4 

Mar 81; Apr 104; May 132; June 183; July 21 

Aug 240; Sept 263; Oct 296; Nov $82; Dec 37 
Semimanufactured Articles, Prices of q 

See Business Indicators, Selected 
Shoe Prices Make the Market, Dec 350 
Shoe Production, 

See also Business Indicators, Selected 
“Small Business, Future of,”” Nov 305 
“Small Enterprisers in the Economy,” Aug 2% 
Steel Output, Aug 220 a 
Steel and Products Industry : 

See Business Practices 
Steel Production : 

See Business Practices; Business Indicator 

Selected ‘ . 
Stock Prices 

See Business Indicators, Selected q 
“Stock Prices, World Wars I and II, Commodit 

and,” Jan 22 j 
Survey of Business Practices, Jan 18; Feb 

March 64; Apr 105; May 133; June 17 

July 203; Aug 231; Sept 249; Oct 288; Nov 31 

Dec 341 | 
“Switzerland and Correspondence from,” Jw 

194 2 
hy 


“Tax Aspects of Company Donations,” Apr 11 
“Taxes, Foreign Aid and,” Dec $46 
Textile Industry 

See Business Practices 
Tractors and Food, Dec 348 
Trade, Retail 

See Business Indicators, Selected 
Transportation Equipment, Production 

See Business Tatlicetocs; Selected 

“Transportation, Postwar Model of,” Apr 1 
“Two-to-one Against Cash Discount,” Sept 2 


“re 


U 
Utilities 
Security Prices and Yields 
See Business Indicators, Selected 


Vv 
Variety Store Sales 
See Business Indicators, Selected 
“Veterans, Ready Cash for,” Oct 298 


Ww 


“‘Wage Changes, Recent,” May 149 
‘‘Wages and National Income,” Sept 259 
“War Controls, Elimination of,” Jan 15 
“War Plants for Sale,” Oct 278 
“Wartime Population Shifts Remain,” Sept 2 
Wool 
Consumption 
See Business Indicators, Selected 
“Wool and Politics,” July 197 
Working Capital : 
Medium and Small Manufacturing Co 
porations, Nov 308 
“World’s Cotton, The,” Aug 225 


“World’s Merchant Fleets uild,” June 1 
Z 
Zinc 
Production 


See Business Indicators, Selected 


STUDIES IN THE FIELD OF 
BUSINESS PRACTICES 
AND BUSINESS STATISTICS 


Published by 


THE CONFERENCE BOARD 
247 Park Avenue, New York 17, N. Y. 


Public Regulation of Competitive Practices in Business 
Enterprise 


Effects of Taxes upon Corporate Policy 
Rebuilding Industry’s Sales Organization 
Carry-back, Carry-over and Refund Provisions 
Measuring and Projecting National Income 


Public Versus Private Housing 
(A Review of Washington’s Slum Clearance Controversy) 


Company Policies on Donations 

Tax Relief under Section 722 

Public vs. Private Financing of Transportation 
Creating Good Will for the ‘‘Hidden Product” 


Organization for Market Research:—Part I. Industry 
Experience 


Compensation of Executives 

Industry-sponsored Research at Universities 
Measuring Labor’s Productivity 

Compensation and Duties of Corporate Directors 
Price Protection in Contracts 

Organization Standards and Practices 


Organization for Market Research:—Part II. Operating 
Methods and Company Plans 


Industry’s Community Relations 
The Small Order—Asset or Liability? 


Industrial Standardization:—Company Organization, 
Practices and Procedures 


Organization for Exporting 
Keeping Corporate Directors Informed 
Forecasting Sales 


PRINTED IN U.S.A. 


Prepared by 


THE CONFERENCE BOARD 


DIVISION OF BUSINESS ECONOMICS 


Martin R. Gainssrucu, Director 
FreperIcK W. Jonus, Assistant Director 


Miriam Biavunur 
GERTRUDE DrutscH 
FRANK Gaston 
Wuu1aMm B. Harper 
Suuey S. Horrman 
Anita R. Koprtson 


Lawrence A. Mayer 
Frances J. Minus 
Brrnarp Moss 

Rose Nawicu 
Irwin ScHWIMMER 
JosepH §, ZEISEL 


and the 


DIVISION OF BUSINESS PRACTICES 
Henry E. Hansen, Director 


Howarp R. Buank 
Pau W. Dickson 
Tuomas A. FrrzGrRALp 
Francis R. Lusarpr 


Mary JEANNE Parr 
Manrcaret StecMan 
G. CLark THompPson 
Joun H. Watson, III 


FOUNDED 1916 


Published for the special information of Associates of the 
NationaL INpusrRiAL CONFERENCE Boarp, Inc. 


247 Park Avenue, New York 17, N. Y. 


The Research and Educational Center of American Industry 


